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PREFACE. 

The purpose of this book is to teach the principles of bookkeeping and 
to give some familiarity with the customs of business. The following are 
some of its distinctive features : 

1. The subject is developed logically by first studying the ledger, f Since 
each entry in a journal or other book of original entry is to be posted to 
some account in the ledger, it is manifest that a pupil cannot make these 
entries intelligently until he understands the accounts involved. /When he 
understands the use and purpose of each of the principal accounts, he is 
ready to study the books of original entry. 

2. No exercises are introduced simply to prolong the time devoted to the 
subject, but there is enough work to fit the pupil to meet the ordinary 
demands of the business office. The exercises for supplementary drill cover 
a great variety of difficult entries. 

3. Self-reliance is stimulated by special instructions for the pupil given 
at points where they will be most needed. The author has made a careful 
study of the pupils' most frequent errors, and has set up " danger signals " 
to show how they may be avoided. 

4. The business forms and vouchers are simple in design and business- 
like in character. N 

5. Other special features are the chapters on Loose Leaf Accounting, The j 
Voucher Method, Card Index Systems, and Filing Systems. ^ 

An experience of many years in teaching bookkeeping in public and 
private schools, supplemented by work in a business office, gives the author 
confidence that he has made a book sufficiently practical to meet the demands 
of business, and simple enough to be mastered easily and quickly. 

The author is indebted to The John C. Moore Company of Kochester, for 
the chapter on Loose Leaf Bookkeeping ; to The Macey Company of Grand 
Rapids, for the chapters on Card Index and Filing Systems ; and to The 
Widdicomb Furniture Company of Grand Rapids, The Hartford Carpet Cor- 
poration of New York City, The Baker- Vawter Company of Chicago, and to 
other business men for many valuable suggestions. Grateful acknowledg- 
ment is made to his associate teacher, Mr. £. E. Kent, for invaluable help 
in the preparation of the manuscript and the accompanying outfit, and to Mr. 
Chester M. Grover of Cambridge, Mr. John D. Houston of New Haven, and 
Mr. Maynard Maxim of Newton ville, for their courtesy in reading much of 
the manuscript and for many helpful criticisms. 
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PRACTICAL BOOKKEEPING. 

PART I.— ACCOUNTS. 
INTRODUCTION. 

1. Bookkeeping. — To keep books is to make a systematic record of 
business transactions. The purpose of such a record is to enable a 
person at any time to ascertain the exact condition of his business 
affairs. 

2. The Record must be concise^ complete^ and accurate. The work of 
a bookkeeper is to keep a systematic record, or history, of business 
transactions. Like any other history, this record must be absolutely 
accurate, and no fact may be omitted which is essential to a clear un- 
derstanding of any transaction. On the other hand, all unimportant 
details should be omitted, in order that the record may be as concise 
as possible. 

3. Errors and Corrections. — Each transaction should be carefully 
studied; you should be sure that you know the correct entry for it 
before making the record in your books ; and you should be equally 
sure of the accuracy of all computations. Take time to do good work. 
Business men are frequently required to submit their books as evidence 
in courts of law, and the credibility and trustworthiness of a set of 
books will be seriously questioned if they contain many erasures and 
corrections. 

4. Books. — A complete record of business transactions may be 
kept in a ledger; but usually transactions are first recorded in other 
books, from which the entries are transferred to the ledger. Any 
book in which the first record of a transaction is made is a book of 
original entry. The most important books of original entry are the 
journal^ cash book^ and sales book. The journal is the only one that 
is absolutely essential, although the cash book and sales book should 
be used, and much time and labor may be saved by the use of other 
books, of which you will learn later. 
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5. The Journal. — This book is sometimes called the day book^ and, 
when no other "book of original entry is used, it should contain a de- 
tailed record of each transaction in the order of its occurrence. 

6. The Cash Book. — As its name implies, this book should contain 
a record of all receipts and payments of cash. The cash book is a book 
of original entry, and when it is used cash transactions should not be 
entered in the journal. 

7. The Sales Book. — When a* sales book is used, it should contain 
a record of all sales of merchandise, except that in a retail business the 
total cash sales for each day are usually entered directly in the cash 
book, for the cash book must show all cash transactions. The sales 
book is a book of original entry, and when it is used sales of merchan- 
dise should not be entered in the journal. 

8. The Ledger. — The various entries which are made in the journal 
and other books of original entry are classified in the ledger and 
arranged in groups, called accounts. Bookkeeping is sometimes called 
the science of accounts. Each entry in your journal, or in any other 
book of original entry, is made with reference to its final transfer to 
one of the accounts in your ledger. The ledger is simply a book 
of accounts, and its purpose is to exhibit the results of the business. 
When you have learned what an account is, what it should contain, 
and what relations one account bears to the other accounts in your 
ledger, you will have laid a solid foundation for a knowledge of book- 
keeping. 

9. An Account is a group of similar entries taken from the books of 
original entry and classified under an appropriate title. The following 
illustration will help you to understand the form and use of an account. 
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INTRODUCTION. 8 

Keeping books w simply classifying transactions. For the cash ac- 
count, which is illustrated above, the bookkeeper must first separate the 
cash transactions from all others, and then he must separate receipts 
of cash from disbursements and enter the receipts on the left side of 
the account and the disbursements on the right. The same process 
of classification must be followed in the use of any other account. 

Each account has a definite purpose and will show a definite result. 
The purpose of the cash account is to bring together the cash trans- 
actions. The result shown by the account is the amount of cash on 
hand, and this may be found at any time by subtracting the total dis- 
bursements from the total receipts. 

10. The exercises that follow in Part I are designed to teach the 
uses of the principal accounts. Since each entry that is made in a 
book of original entry is made with reference to its transfer to some 
account in the ledger, it is important that you shall, at the outset, 
understand the nature and purpose of the several kinds of accounts 
ordinarily used by bookkeepers. You will first study each account by 
itself, and you will then learn how this account may be associated with 
and related to other accounts. 



EXERCISE I. 

THE 0A8H BOOK. 

11. The Cash Book. — The purpose of this exercise is to teach the 
use of the cash book. This is an enlarged form of the cash account 
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illustrated in § 9, and is one of the most important books employed in 
bookkeeping. It is used in practically every business ofl&ce, and such 
a book should be kept by every one who has the handling of any money 
for himself or others. 

The Ca%h Book should contain a record of all receipts and disburse- 
ments of cash, so that it may at all times show the amount of cash on 
hand. It may be a book of several hundred large pages, or it may be 
small enough to be carried in a boy's pocket. In the model cash book 
shown on pages 4 and 5 the first wide column on the left page is 
ordinarily used for the names of the parties from whom money is 
received, and the corresponding column on the right page for the 
names of the parties to whom money is paid. The second wide col- 
umn on each side is used to show the purpose for which the money 
is received or paid. Each amount which is received or paid is entered 
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in the first money column on the proper side. This form is to be 
preferred because it completely separates receipts from disbursements; 
but, if one prefers, one may use the two columns on one page, placing* 
receipts in the first column and payments in the second, as illustrated 
on page 10. 

The cash book described above may, with a few changes, be used 
for any business. It is also well suited to the needs of lyceums, 
athletic associations, and various other school organizations. The 
data for the transactions used in the model cash book on pages 4 and 
5 were taken from the records of the athletic association of a leading 
high school. 
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12. Cash. — This term includes not merely coins and paper money, 
but checks, bank drafts, certificates of deposit, and money orders, each 
of which is convertible into money on demand. 

13. Results shown by the Cash Book. — You cannot pay out more 
cash than you have received, and, since the receipts of cash are placed 
on the left page and the payments on the right page, the footing of the 
left page must always be the greater, unless all the money has been 
paid out, in which case the two pages will foot alike. If the left 
footing is the larger, the difference between the two footings should 
equal the cash on hand. This difiference is called the balance. 

14. Proving Cash. — The cash is proved by finding the difference 
as above, and comparing this with the amount of money and other 
cash items on hand. If these do not agree, the error should be 
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found at once. The best way to guard against errors in the cash 
book is to make a record for each item at the time it is received or paid 
out. A written receipt should be taken for each item of cash paid out, 
and the record of cash items paid out can then be checked with these 
written receipts, and any error in the record of disbursements can be 
easily located. 

15. Closing the Cash Book. -^ While the cash should be proved each 
day, it is not essential that the cash book should be formally closed so 
often. This may be done daily, weekly, or monthly, but it should 
never be closed without first proving the cash to know that the balance 
is correct. The purpose of closing the cash book is to make it show 
the balance of cash on hand. 

When the cash book is to be closed, as was done with the model, 
December 31, the several steps should be taken in the following 
order: 

1. Foot the first money column on each side and carry the footing 

into the second column. 

2. Add the left footing to the last balance, subtract the right foot- 

ing, and the remainder will be the new balance. 

3. Enter this balance in the second column on the right side in 

red ink, using for explanation, ffa/cLne&, €ft /land. 

4. Rule and foot the two sides of the cash book, as explained in 

the next section. 

5. Carry the new balance below the rulings on the left side in 

black ink, using the date of the next business day, and enter- 
ing the amount in the second column. 

16. Rulings and Footings. — Whenever an account is to be closed, 
the rulings should be made first in red ink, and then the footings, in 
black ink, should be placed between the rulings. Some good book- 
keepers use black ink for both rulings and footings. A glance at the 
model cash book will show you that these rulings are placed on the 
same lines on the two sides of the account. The first ruling is placed 
on the line immediately below the lowest entry in the account, and 
crosses only the two columns to be footed. The second ruling is one 
space lower and crosses each of the date and amount columns. This 
second ruling is usually a double line, as shown in the model cash book, 
though some bookkeepers use a single line, because it requires less 
time. You will, of course, be guided by the preference of your teacher. 
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In making these rulings let the book lie in its usual position on the 
desk, as if you were about to write in it. Place the ruler on the page 
with the beaded edge uppermost and away from the body, and hold the 
ruler firmly with the left hand. Draw the pen from left to right, 
holding it against the beaded edge of the ruler. Do not make the rul- 
ings too heavy. If the right hand is allowed to rest on the ruler, you 
will make smoother and better rulings than if you carry the hand above 
the ruler. 

The single rulings and the first line of each double ruling should not 
be above or below the blue lines, but should be so placed as to conceal 
these blue lines. In making a double ruling the position of the ruler 
should not be changed in order to make the second line, but the pen 
should be inclined under the edge of the ruler. By following this 
suggestion you will have little difficulty in making the two lines close 
together and parallel. 

17. Directions. — Before making any rulings in your blank books, 
you should practice these rulings on plain white paper until you are 
able to do good work. It will be well for you to practice both vertical 
and horizontal rulings. Take a sheet of paper with only the usual 
blue lines and rule it like the illustration on page 25. 

18. Directions. — Copy the model cash book, using a sheet of jour- 
nal paper which will be furnished by your teacher. In writing the 
date use the year in which you are doing the work. Afterward you 
may complete this cash book by entering the following 

Transactions. 

Feb. 11. Paid J. H, McCurdy for use of field for football, $6. 

28. Paid Milton Murray for his expenses attending a meeting of the 
Eastern Athletic Association, S 2. 

March 4- Paid A. S. Hudson's bill for printing, $4. 

6. Paid E. G. Garrettson for the expenses of the baseball team, $2. 

24. Paid E. G. Garrettson for the expenses of the baseball team, $ 2. 
April 10. Received from Leon Southmayd the surplus of the basket ball 

team, $8.93. 
22. Paid the deficit on account of the benefit concert, $ 2.25. 

25. Received from a subscription by the members of the school for 

the use of the athletic association, $238.70. 
25. Paid E. G. Garrettson for the expenses of the baseball team, 
$155.69. 
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May 10. Paid Howard Newton for the expenses of the track team, $ 12. 

10. Received from the entertainment for the benefit of the track team, 
$40.66. 

12. Paid D. W. Pollard for the expenses of the cross Country run, $ 6. 

29. Paid Howard Newton for the expenses of the track team, $ 10. 
June 12. Paid Howard Newton for the expenses of the track team, $35. 

17. Received from Howard Newton the surplus of the track team, 

SO. Received from E. G. Garrettson the surplus of the baseball team, 

$27.13. 
SO. Paid J. H. McCurdy for use of field for the track team, $12. 

You may close your cash book at the end of June just as it was 
closed at the end of December. The balance shown by your cash book 
should be $132.84. After this work has been approved by your teacher, 
you may copy it into the regular cash book provided for your use. 
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19. Penmanship. — If you do not write a good, plain, business 
hand, you should learn to do so as soon as possible. A good business 
penman uses simple letters without flourishes or any attempt at orna- 
mentation. The script illustrations in this book are good models of 
this kind of writing. 

You should take especial pains with your figures. A carelessly 
formed letter may be easily determined because of its relation to other 
letters in a word, but a badly written figure cannot be deciphered so 
easily. Good figures are absolutely essential in good bookkeeping. 
By thoughtful, persistent practice you may soon become a good pen- 
man, even without the help of a teacher, and the best of teachers can 
do little for your penmanship without this kind of practice. 
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20. Directions. — Take a sheet of journal paper and write up the 
cash book for the following transactions. This cash book should be 
balanced with red ink at the close of each month, as explained in 
§ 15. We will assume that these transactions represent your personal 
affairs for the first four months after leaving school. In recording 
transactions of this nature it is 'not necessary to indicate the names 
of the parties from whom money is received or to whom it is paid. 



Sept. 



1. 
11. 
30. 



Tranaactiona. 
Cash on hand, $3. 
Paid for hat, $2. 

Received salary for month, $35; paid board for four weeks to 
September 28, $16; deposited in City Savings Bank, $10. 

The illustrations show how the entries for these transactions for September 
should appear in your cash book. Remember that your cash book is to 
be closed before you enter the transactions for October. 
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Oct. 2. Paid for magazine, 25^. 

H. Bought two tickets for opera, $ 1.50. 
20. Car fare, 10^. 

Received salary for October, $35; paid board for four weeks to 
October 26, $16; deposited in City Savings Bank, $20. 
Nov. 1. Bought \ doz. collars, 75^, and 3 pairs cuffs, 75^. 
Car fare, 25^. 
Paid for gloves, $1.40. 
Car fare, 10^. 
30. Received salary for month, $40; paid board for five weeks to 
date, $20; deposited in City Savings Bank, $20. 
Dec. 4. Paid for magazine, 25^. 

Paid for handkerchiefs, 50^, and car fare, 5^. 
Received salary for December, $ 40 ; paid board for four weeks 
to December 28, $16; deposited in City Savings Bank, $20. 



31. 

1. 

5. 

12. 

22. 



7. 
31. 
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After the foregoing transactions have been entered, your final bal- 
ance of cash on hand should be $7.10. This balance does not include 
the money deposited in the savings bank. A business man usually 
makes no entry in his cash book for money deposited in a bank, but 
includes his bank balance as a part of his cash on hand. A deposit in 
a savings bank, however, is of a different character and should be 
treated as an investment and not as cash on hand to be used for ordi- 
nary purposes. 

21. Directions. — After the above work has been approved by your 
teacher, copy it into your cash book, using the pages which immedi- 
ately follow those used for the model cash book. The record for a 
new series of transactions should always begin on a new page. 

22. Directions. — When one uses a pocket memorandum book for 
a personal cash account, it is sometimes desirable to keep both receipts 
and disbursements on one page. In order to show this form of the 
cash book, the foregoing transactions for September have been arranged 
in this manner in the following illustration. You may copy this 
illustration into your cash book and then continue it by entering the 
transactions for October, November, and December in the same way. 
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THE CASH BOOK. 11 

This cash book should be closed at the end of each month. Each 
monthly balance will be the same as before. 

This exercise has a double purpose : first, to teach the use of the 
cash book; second, to illustrate such forms of the cash book as might 
be of immediate, practical use to you. Many a pupil has been elected 
treasurer of some school or social organization without knowing how 
to keep a simple and accurate record of the receipts and disbursements 
of the cash for which he was responsible; and many young people 
would keep records of their personal cash transactions if they knew how 
to do it systematically and easily. Any one who has satisfactorily com- 
pleted the work of this exercise should be able to do either of the above, 
neatly and accurately. If there is anything in this exercise that you 
do not fully understand, you will save time and trouble by mastering 
it before beginning the work that follows. 

Note. — The work for this exercise should not be copied into the cash book until the 
pupil has done his best work on the loose sheets. Too much stress cannot be put upon 
the importance of accepting only the best work of the pupil. If this rule is rigidly enforced, 
the pupils will very soon adjust themselves to it and will present only good work for 
approval. The pupil may go more slowly at first, but in the end he will gain time and 
will do a much better quality of work. Speed, neatness, and accuracy are of prime 
importance, but speed should not be gained at the expense of the other two. If all teach- 
ers of bookkeeping observed this rule, the subject would receive greater credit for its edu- 
cational value. 

Questions. 

1. Specify everything that might be included under the title of cash. 

2. Explain in detail the use of the cash book. 

3. May the right side of the cash book ever be the larger? Why? 

4. How do you prove the cash book ? 

5. How often should the cash book be proved? 

6. If your cash book does not prove, how will you find the error ? 

7. When should the cash book be closed ? 

8. Why should the cash book be closed ? 

9. What are the advantages of keeping a cash book ? 



EXERCISE II. 

AOOOUNTS WITH PEOPERTT. 

23. The purpose of this exercise is to teach the use of accounts with 
property. You have learned the use of a cash account ; but, if you 
exchange some of your money for some other form of property, you 
will need a second account with this new property. You will use a 
sheet of ledger paper and will keep accounts with Cash and Merchan- 
dise. Each page of this sheet of ledger paper is divided into two parts 
by the heavy ruled lines down the middle of the page. This arrange- 
ment corresponds to the double page which was used for the model 
cash book. 

24. Debit and Credit. — Heretofore we have spoken of the two sides 
of an account as left and right, but in future we shall conform to the 
custom of bookkeepers and call the left side of the account the debit 
and the other the credit. When an entry is made on the debit side of 
an account, the accofint is said to be debited ; and, when an entry is 
made on the credit side, the account is said to be credited. 

25. Cash Account. — When a cash book is not kept, it is necessary 
to have a cash account in the ledger, and for this reason you will keep 
a cash account in this exercise similar to the one illustrated on page 2. 
The general directions for keeping a cash book apply to the use of a 
cash account. 

Rule. • — Debit Cash, when any itrin of cash is received. Credit 
Cash, when any itenv of cash is paid out. 

26. Merchandise Account. — This is the account in which we sum- 
marize our dealings in merchandise, — that is, the goods tliat we bi / 
and sell for the purpose of making a profit. You must not include \ 
this account purchases of furniture or coal, or anything that is boug it 
for use either at home or in the store. 

The Merchandise Account sliould show all your purchases and s* .-s 
of merchandise, and also, whenever desired, the gain or loss on these 
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traDBactions. Sometimes a business man keeps separate accounts with 
the various items in which he deals, as Corn, Wheat, Barley, etc. ; but 
this would not be easy in any business carrying so many kinds of goods 
as are found in a dry-goods or grocery store, therefore the title Mer- 
chandise is usually employed to represent the goods bought for the 
purpose of selling again. 

You will remember that cash transactions are of two kinds, — cash 
received and cash paid out. With a few exceptions, which we need not 
consider now, transactions with merchandise are also of two kinds, — 
merchandise bought and merchandise sold. When cash is received, an 
entry is made on the debit side of the account. When merchandise is 
bought, it is received into our possession, and, following the rule for 
cash account, we should enter this transaction on the debit side of 
merchandise account. When cash is paid out, an entry is made on the 
credit side of the account. When merchandise is sold, it passes out of 
our possession, and, following the rule for cash account, the entry for 
this transaction should be made on the credit side of merchandise 
account. 

Rule. — Debit Merchandise for the cost of goods bought for the pur- 
pose of selling them at a profit. Credit MercJiandise for the sums for 
which these goods are sold. 

27. General Rule for All Property Accounts. — When any property 
comes into your possession, debit the appropriate account for its cost and 
also for any subsequent expenditures on account of this property, such 
as improvements to real estate. When any of this property is disposed 
of, credit the same account for the amount of the sale. 

This general rule and all the instructions in this' exercise apply to 
accounts with ofl&ce furniture, real estate, live stock, stocks and bonds, 
and every other form of property. 

28. Directions. — In the following series of transactions you are to 
do a cash business, that is, you will buy and sell merchandise for cash 
only. You will need to follow the directions given in § 25 and § 26. 
If you buy merchandise for cash, merchandise account must be debited 
for the cost, and cash account must be credited for the money paid out. 
If you sell merchandise for cash, cash account must be debited and 
merchandise account credited. For each purchase or sale of merchan- 
dise for cash, one account is debited and the other is credited, but both 
accounts cannot be debited gr credited for the same transaction. 
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Take a sheet of ledger paper and open an account with merchandise 
on the first page by writing at the top of the page, in a bold hand, 
TTIe/uA/x/ncCUe, as illustrated below. 



y^t^A^ycA^^z^^f^z^^^ 



Now open a cash account at the top of the second page in the same 
manner, as illustrated below. 



(3cL4J^ 



The uses of the several columns of the ledger were fully illustrated 
in § 9. In entering the following transactions in these accounts, you 
may write brief explanations in the wide columns. The merchandise 
account will show the kinds and quantities of goods bought and sold, 
and it will be unnecessary to enter the same details in the cash 
account. 

Transactions. 

Jan. i. We will assume that you have saved $500 in cash which you are 
to invest in the grain business. 

Pupils are often confused by such transactions as this, and, thinking 
only of the money that the proprietor is paying into the business, they make 
the entry on the credit side of cash account. They forget that they are 
keeping the books for the business, not the private books of the proprietor. 
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and that the cash account of the business should be debited for the cash 
received into the business (§ 26). The correct cash entry for this trans- 
action is shown by the first entry on the debit side of the cash account on 
this page. Do not forget to enter the year in the date column. 
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Jaw. 2. Buy for cash 200 bu. com @ 49^. 

You are buying com and receiving it into your possession, therefore 
merchandise account must be debited for the cost (§ 26). Cash account 
must be credited for the money paid out (§ 26). The correct merchandise 
entry for this transaction is shown by the first entry on the debit side of 
the merchandise account on this page ; and the correct cash entry is shown 
by the first entry on the credit side of the cash account on this page. Do 
not forget to enter the year in the date column in each. 

6. Sell for cash 50 bu. com @ 51 ^. 

Cafih account must be debited for the money received (§ 26). You are 
selling some of your com, therefore merchandise account must be credited 
(§ 26). The correct entry for the cash account is shown by the second 
entry on the debit side of the account on this page, and the correct entry for 
the merchandise account is shown by the first entry on the credit side of the 
account on this page. 
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Jan, 10. Buy for cash 100 bu. oats @ 23^. 

The two entries for this tnuisaction will be simihir to those for the 
transaction of the 2d inst. 

16. Sell for cash 100 bu. corn @5A^. 

The two entries for this transaction will be similar to those for the 
transaction of the 6th inst. 

W. Sell for cash 100 bu. oats @ 26 ^. 
27. Sell for cash 60 bu. corn @ 55 ^. 
30. Pay gas bill in cash $2. 

29. Pencil Footings. — These accounts should now be footed. Use 
a hard pencil with a sharp point and place the footings of each column 
in small figures immediately below the last entry. It is of course 
unnecessary to foot any column that contains only one amount. Do 
not rule any line with either pen or pencil before making these foot- 
ings. Pencil footings may be placed in your ledger in this way at any 
time and need not be erased, as the figures are so small and so close to 
the line above that they will not interfere with any entry that you 
may need to make in the account thereafter. You will find an illus- 
tration of this in the merchandise account on page 15. 

When you have footed these two accounts, you should have the 

following 

EesuUs. 



Accounts. 


Debit Footinqs. 


CRKDrr Footings 


Cash, 


633.00 


123.00 


Merchandise, 


121.00 


133.00 



30. Result shown by Cash Account. — The account with Cash 

shows : 

Cash received, $ 633.00 

Cash paid out, 123.00 

Balance on hand, $510.00 

This balance should agree with the amount of money actually on hand. 

31. Finding the Gain on Merchandise Account. — If your work 
has been done correctly, the debit footing of this account is $121, 
and the credit footing is $133. You have learned that the difference 
between the two sides of the cash account represents the cash on 
hand ; but this difference in the merchandise account does not show 
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property on hand, for, if you will go over the transactions carefully, 
you will find that you bought 200 bushels of corn and 100 bushels 
of oats, and that you have sold the same quantities. The difference 
between the two sides of this account is due to the fact that you 
did not sell at the same prices at which you bought. Since purchases 
are entered on the debit side and sales on the credit, you will see that 
your merchandise cost $121 and sold for $138, therefore this differ- 
ence of $ 12 is your gain. 

32. Qosing Merchandise Account. — You closed your cash book 
by writing, Scdane&, on the smaller side ; but the difference between 
the two sides of your merchandise account shows a gain, therefore you 
will close this account by writing in red ink on the first vacant line on 
the smaller or debit side, fo/n. Sf, Soaav, and the difference between 
the two sides, as shown in the following illustration. 
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You may now rule and foot the account. Remember that the 
rulings should be on the same lines on the two sides of the account. 

When you closed the cash account, you carried the balance on hand 
below the rulings ; but as this difference between the two sides of 
merchandise account does not represent property on hand, it should 
not be carried below the rulings. This gain belongs to the proprietor, 
and later you will learn what to do with such items. Compare your 
work with the merchandise account shown above. 

33. Directions. — You are to continue the use of the cash and 
merchandise accounts which you began in the first part of this exer- 
cise. Merchandise account has been closed, and the first entry on each 
side of this account should be on the line that immediately follows the 
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closing rulings. As the cash account has not been closed, the first 
entry on each side of this account should be written in the first vacant 
space on the side where the entry belongs. In other words, when 
beginning the work of a new month you should leave no vacant spaces 
in any account that has not been closed, nor below the rulings in a 
closed account. 

Transactions. 

Feb. 1. Buy of George D. Robinson for cash, 300 bu. wheat @ 65^. 

2. Sell for cash 100 bu. wheat @ 68^. 

S, Buy of Edwin A. Gray for cash, 300 bu. corn @ 45^. 

10, Sell for cash 50 bu. wheat @ 67^. 

15, Sell for cash 100 bu. corn @ 54^. 

17, Sell for cash 50 bu. corn @ o^^, 

S2. Buy of H. B. Moulton for cash, 200 bu. oats @ 20^. 

24, Sell for cash 100 bu. wheat @ 70^. ' 

25, Sell for cash 200 bu. oats @ 22^. 

26, Sell for cash 50 bu. corn @ 48^. 
28, Pay telephone bill in cash, $3.25. 

34. Directions. — You may foot your accounts, but before doing 
so read carefully the directions in § 29. If the small pencil foot- 
ings have not been erased, they should be included in any subsequent 
footings. If by mistake they have been erased, it will be necessary to 
add all the items in the column. 

In footing an account that has been previously closed, do not in- 
clude in your footings any items that are above the closing rulings. 
You have nothing more to do with that portion of the account. You 
will find an illustration of this in the merchandise account on page 20. 
In other words, whenever an account is footed, you must include all 
the items in the account, except such as have been disposed of by 
closing the account. When you have made these footings, you should 

have the following 

Results, 



Accounts. 


Debit Footings. 


Cbedit Footings. 


Cash, 


954.00 


496.25 


Merchandise, 


370.00 


321.00 



35. The Inventory. — The above figures show that your merchan- 
dise has cost you $370, and that your sales amount to only $321. As 
the account stands, you have apparently lost the difference between 
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these footings, or $ 49. This would be an actual loss if you had sold 
all of your grain ; but, by comparing your purchases and sales, you 
will find that you have sold all of your oats, but have on hand 100 
bushels of corn which cost 45^, and 60 bushels of wheat which cost 65^, 
making a total inventory of $77.60. 

An Inventory is a statement of the property on hand. The value 
is usually estimated at the c6st price of each article, unless there has 
been a material rise or fall in the market value. 

36. Gain or Loss on Merchandise when there is an Inventory. Of 
course your profit or loss on merchandise is made on the goods sold. If 
you deduct from the cost of all your merchandise the value of what you 
have left on hand, the remainder will show the cost of the merchandise 
that has been sold. If the total sales are greater than this remainder, 
the difference will be a gain ; but if the total sales are less, the differ- 
ence will be a loss. A study of the following statement will help you 
to understand this : 

Total sales of merchandise, or credit footing, $321.00 

Cost of all merchandise bought, or debit footing, $ 370.00 
Value of unsold merchandise, or inventory, 77.50 

Cost of all merchandise sold, 292/50 

Gain, $28.50 

37. Closing Merchandise Account when there is an Inventory. You 
must now close merchandise account so that it may show this gain of 
$ 28.50. In closing the cash book you entered the amount of cash on 
hand on the credit side, and now you must enter the value of the mer- 
chandise on hand on the same side of merchandise account, in red ink, 
as follows : c^fiiJ-. ^^, <Jftv-&ntc^vy, / /7. ^5^. This entry will offset the 
cost of the unsold merchandise, which is included in the debit foot- 
ing, and the difference between the two sides will be $28.50, the 
amount of the gain. 

You are now ready to make the closing entry. You may write on 
the smaller side, in red ink, ff&6.. 28, Sai/yi, f 28,60, and then rule and 
foot the account, as explained in § 16. You will learn later what to 
do with losses and gains, but the inventory represents goods on hand, 
therefore it must be carried below the rulings, just as you treated the 
similar entry in your cash book, placing the entry on the debit side in 
black ink and using the date of the next business day. The following 
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illustration shows how your merchandise account should appear after 
it has been closed. 
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38. You may continue the work of this exercise, using the same ac- 
counts and entering the following transactions. You will notice that 
some of these transactions do not affect both cash and merchandise 
accounts. 

Transactions. 

Mardi 1. You will make an additional cash investment of $ 250. 
3. Buy of Henry Brown for cash, 400 bu. corn @ 44 ^. 
^. Sell to George James for cash, 200 bu. corn @ 48 ^. 

6, Buy of H. B. Moulton on account, 500 bu. oats @ 20 ^. 

7. Sell to James A. Manning for cash, 300 bu. com @ 48 ^. 
P. Sell to S. A. Donnelly on account, 300 bu. oats @ 22 < 

10. Buy of Arthur Williams for cash, 400 bu. barley @ 60 ^. 
12, Ysij H. B. Moulton for the grain bought of him the 6th inst. 
14' Sell to George Jones for cash, 400 bu. barley @ 47 p. 

15, Buy of Geo. D. Robinson on account, 200 bu. corn @ 45 ^. 

16, Receive cash of S. A. Donnelly for the grain sold him the 9th inst. 
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3iarch 18. Buy of Edwin A. Gray for cash, 400 bu. wheat @ 65 ^. 

19, Sell to H. J. Perkins on account, 200 bu. corn @ 47 ^. 

21, Pay Geo. D. Robinson for the grain bought of him the 15th inst. 

22. Sell to James A. Manning for cash, 200 bu. oats @ 24 ^. 
25. Buy of Arthur Williams for cash, 200 bu. barley @ 50 ^. 
28. Sell to George Jones for cash, 50 bu. wheat @ 70 ^. 

SO. Pay A. E. Burt the rent for three months, $ 25. 
Pay gas bill to date, $ 4.75. 

39. Directions. — After reading carefully the instructions in §§ 29 
and 34, you may foot the accounts in your ledger. You should obtain 
the following 

Results. 



Accounts. 


Debit Footingm. 


Cbbdit Footings. 


Cash, 


1781.00 


1492.00 


Merchandise, 


1043.50 


671.00 



40. Errors. — If your results do not agree with the above figures, 
you should try to find the errors before consulting your teacher. If 
you are to master the subject of bookkeeping, you must learn how to 
find your mistakes. 

In looking for errors the following plan will help you : 

1. Verify the footings of each account. 

2. See that each transaction has been entered correctly. 

3. Verify the computations for each transaction. 

41. Directions. — The manner of closing the cash account is similar 
to that of closing the cash book. You may enter the difference on the 
smaller or credit side in red ink, using for explanation, ffcUa/n€&. You 
may then rule and foot the account just as the merchandise account 
was ruled and footed, and carry the balance below the rulings on the 
opposite side in black ink. The entry below the rulings will have 
the date of the next business day. Compare this with the closing of 
the model cash book on page 6. 

You may next close the merchandise account, so that it may show 
the loss or gain for the month. The necessary steps should be taken 
in the following order : 

1. Find the inventory, as explained in § 35. In finding this 
inventory the grain that you had on hand at the end of Feb- 
ruary must be included with that bought during March. 
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2. Find the loss or gain, as explained in § 86. 

3. Close the account, as explained in § 37. 

The account should show a loss of $ 12.50. 

42. When you have completed the work of this exercise, submit it 
to your teacher for approval, and then copy it into your ledger. You 
should be able to answer any questions about these two accounts. 

NoTB. — Additional exercises of this character should be worked until you are perfectly 
familiar with the use of the cash and merchandise accounts. Thorough drill on this work 
will prevent many errors later on. Exercises for this purpose may be found on page 66. 

Qaettions. 

1. Name the principal property accounts. 

2. What is the purpose of each ? 

3. What transactions are entered in merchandise account ? 

4. Which side of merchandise account should be the larger? 

5. What does the difference between the two sides of merchandise account show ? 

6. What is an inventory? 

7. How do you find the loss or gain on merchandise account? 
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EXERCISE III. 
AOOOTTNTS WITH FEBSOITS. 

43. If all business were done on a cash basis, there would be no 
debts and personal accounts would be unnecessary; but a large share 
of the business of to-day is done on credit, therefore you must keep 
accounts with the persons and companies with whom you do business 
on account, in order to show your dealings with them, so that you may 
at all times know what is owing to you, as well as what you owe. 

44. Personal Accounts. — All transactions on account are of two 
kinds; either something of value is received from another without giv- 
ing him anything in exchange, or he receives something of value from 
you without giving you anything in exchange. If money or anything 
else of value is received in this way from another, the transaction is in 
his favor, or a credit; therefore you must make an entry on the credit 
side of his account. If another person receives in the same way some- 
thing of value from you, the transaction is against him, or a debit, 
and the value of the article must be entered on the debit side of his 
account. 

Rule. — Debit persons, when they receive something of value from 
you on account. Credit persons, when something of value is received 
from them, on account. 

45. Results shown by Personal Accounts. — When the credit side of 
a man's account is the larger, it shows that you have received from 
him more of value than he has received from you; you owe him the 
difference, and the man is said to be your creditor. 

When the debit side of a man's account is the larger, it shows that 
he has received from you more of value than you have received from 
him ; he owes you the difference, and the man is said to be your 
debtor. 

It sometifnes happens that a man becomes insolvent, that is, unable 
to pay his debts in full. Under such circumstances he may pay a 
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\ he owes you, or he may pay nothing. In either case 
ce due you will have to be treated as a loss. 

at with the Proprietor. — Pupils sometimes think that 
. show the proprietor's dealings with other people, and 
.^cer such transactions in this account; but the account with 
viie proprietor, like any other personal account, is credited only with 
whatever of value he puts into the business, or invests, and debited 
only with whatever of value he takes out of the business. Any goods 
which he may take from the business are usually charged to him at the 
cost price instead of the regular selling price. 

Rule. — Credit the proprietor for his investmerUs in the business. 
Debit the proprietor for his witJidrawaZs. 

47. Directions. — Take a sheet of ledger paper and divide the first 
page for four accounts by ruling double red lines across the page and 
midway between two of the blue lines. You are to keep only the four 
personal accounts required for the transactions which follow, and you 
will not need accounts with cash or merchandise. We will assume 
that you are the proprietor, and, as the proprietor's account should be 
the first one in the ledger, you may write your own name at the top of 
the page. You may use the other spaces for the accounts with C. G. 
Davis & Co., George W. Balch, and Henderson & Hughes. By refer- 
ring to page 25 you will see how these accounts should appear in your 
ledger. You may enter the following transactions in these accounts, 
writing brief explanations in the wide columns. 

Transactions. 

Apinl 1, You will invest $ 1000 in cash in the produce business. 

You are putting something of value into the business, therefore your 
account must be credited (§ 46). The correct form for this entry is shown 
by the first entry on the credit side of your account on page 28. 

5, Buy of C. G. Davis & Co. on account, 100 bbl. flour @ $ 4.85. 

By this transaction something is received from them without their receiving 
any property in exchange, therefore they are your creditors, and the trans- 
action must be entered on the credit side of their account (§ 44). The correct 
form for this entry is shown by the first entry on the credit side of their account 
on page 28. 

6. Sell Geo. W. Balch on account, 60 bbl. flour @ So.lO. 

By this transaction Geo. W. Balch buys some of your property without giv- 
ing any other property in exchange, therefore he is in debt to you, and the 
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transaction must be entered on the debit side of his account (f 44). The 
correct form for this entry is shown by the first entry on the debit side of his 
account on page 28. 

April 10. Buy of H. B. Moulton for cash, 100 bbl. apples @ $1.40. 

Since you pay cash for these apples, no indebtedness is incurred, therefore 
you do not need to open an account with U. B. Moulton 

12, Buy of Henderson & Hughes on account, 100 bbl. potatoes @ 
$1.80, and 50 bbl. flour @ $4.90. 
This transaction is similar to the one for the Sd inst 

14. Pay C. G. Davis & Co. $200 on account. 

The business is getting out of debt, and since you credited Dayis & Co. 
for the flour when you bought it, you must now debit them with this payment 
(§ 44). The correct form for this entry is shown by the first entry on the 
debit side of their account on page 28. 

17, Sell George Guernsey for cash, 25 bbl. potatoes @ $2.25, and 40 
bbl. flour® $5.25. 

Since cash is received for this merchandise, no indebtedness is incurred, 
therefore you do not need to open an account with George Guernsey. 

19. Withdraw cash for your personal use, $100. 

You are withdrawing some of the money that you fnvested, and, since your 
account was credited with your investment, it must now be debited for this 
withdrawal (§ 40). 

20, Pay C. G. Davis & Co. cash, in full of account. 

The account with Davis & Co. shows two transactions, the purchase of the 
3d inst. and the payment of the 14th inst. The balance of the account is the 
difference between these two items. The entry will be similar to the one for 
the 14th inst. 

23, Sell Geo. W. Balch on account, 25 bbl. flour @ $5.25, and 50 bbl. 

apples @ $1.75. 
25, Pay Henderson & Hughes $300 on account. 
28, Receive cash from Geo. W. Balch for the flour sold him the 6th inst. 

Since you debited Geo. W. Balch when you sold him merchandise on account, 
you must credit his account with this payment (§ 44). 

SO, The net gain for the month is $ 68.50. 

The net gain belongs to the proprietor, and he may withdraw it from the 
business, or he may allow it to remain as an addition to his capital. If he 
allows it to remain, it must be treated as a new investment and credited to 
his account; therefore you may credit your account for this gain. 
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48. Directions. — You may now foot these accounts in pencil, as 
explained in §§ 29 and 34. It is unnecessary to place pencil footings 
under any column of an account, when that column contains only one 
item. Your footings should agree with those given herewith. If you 
have any errors, you can probably find them easily by following the 
suggestions in § 40. 

liestdts. 



ACCOUKTS. 


Dbbit FoomroB. 


Credit Fooruias. 


(Student's Name), 


100.00 


1068.50 


C. G. Davis & Co., 


485.00 


485.00 


Geo. W. Balch, 


524.75 


306.00 



Henderson & Hughes, 300.00 425.00 

49. Result shown by the Proprietor's Account. — You have already 
learned that the purpose of this account is to show the amount of the 
proprietor's interest in the business. At this time this account shows: 

Amount invested, $ 1000.00 

Gain, 68.50 $1068.50 

Amount withdrawn, 100.00 

Present worth, $ 968.50 

60. Results shown by these Personal Accounts. — Perhaps it will be 
well for you to read again §§44 and 45. With the exception men- 
tioned in § 45, a personal account may show one of three things s 

A balance to be received; 

A balance to be paid; or, 

That the account has been settled and there is no indebtedness 
either way. 

The account with Geo. W. Balch shows: 

Items against him, or a total debit of $524.75 

An item in his favor, or a credit of 306.00 

A balance against him and in your favor of $ 2J 8.75 

Therefore, the account shows that he owes you $218.75. 

The account with Henderson & Hughes shows: 

An item in their favor, or a credit of $425.00 

An item against them, or a debit of 300.00 

A balance in their favor of $125.00 

Therefore, the account shows that you owe them $ 125. 
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The account with C. G. Davis & Co. shows: 

An item in their favor, or a credit of $ 485.00 

Items against them, or a total debit of 485.00 

These sums balance 000.00 

Therefore, the account shows no indebtedness either way. 

51. Closing Personal Accounts. — These accounts may be closed 
whenever they balance. In closing a personal account some book- 
keepers always rule and foot the account, as was done with the mer- 
chandise account on page 20. Others close the account by a single 
line under each amount column, as shown in the accounts on page 28. 
The single line without the footings shows that the account has been 
settled to that point, and the bookkeeper saves the time that would be 
required to make the extra rulings and figures. You will, of course, 
follow the method that your teacher prefers. 

52. Directions. — The account with Davis & Co. balances, and you 
may close it. In Geo. W. Balch's account the first item on the debit 
side is balanced by the credit item, and you may close the account at 
that point, using a single ruling. No footings are necessary, as one 
item exactly balances the other. 

53. Directions. — Take the sheet of ledger paper that you used for 
the first part of this exercise and enter the following transactions, 
opening such additional personal accounts as you may need on the 
second page. 

Transactions. 

May 1. Sell C. G. Davis & Co. on account at 30 days, 50 bbl. potatoes 
@ $2.20. 
2. Pay Henderson & Hughes cash, in full of account 
Their account balances, and it should be closed (§ 61). 

4' Buy of Henderson & Hughes on account at 20 days, 100 bbl. flour 

@ $ 4.90, and 100 bbl. potatoes @ $ 2.00. 
5. Buy of James M. Perkins on account, 200 bbl. potatoes @ $1.75, 

and 200 bbl. apples @ $1.40. 
7. Sell George Guernsey for cash, 75 bbl. potatoes @ $ 2.20, and 25 

bbl. flour @ $5.35. 
9. Sell Geo. VV. Balch on account, 30 bbl. flour @ S5.30, and 50 

bbl. apples @ S1.75. 
11. Sell James M. Perkins on account, 20 bbl. flour @ $ 5.30. 
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May 24' You will make an additioual cash investment of $ 500. 
16. You will take from the store for home use 5 bbl. potatoes. 

The proprietor has the right to take property from the business for his 
private use ; but, since his account was credited with what he put into the 
business, it should be debited for anything that he takes out of the business 
(§ 40). The price of these potatoes should be that of the last lot bought. 

18. Geo. W. Balch has paid $ 100 on account. 

19. Sell C. G. Davis & Co. on account, 50 bbl. potatoes @ $ 2.18, and 

50 bbl. flour® $6.40. 
^4- ^^y Henderson & Hughes for the purchase of the 4th inst. 
Their account balances, and it should be closed (§61). 

^5, Sell Geo. D. Robinson, 100 bbl. potatoes @ $ 2.16, and receive cash 
for one half of the amount. 

In recording a transaction of this kind, it is better to debit the purchaser 
with the whole amount of the sale and credit him with the amount received 
than simply to debit him with the net indebtedness incurred. By this method 
the account is made to show the transaction in full. 

26. Receive cash from Geo. W. Balch, in full of account. 
31. Receive cash from G. G. Davis & Co. for their bill of the 1st inst., 
due to-day. 

The net gain for the month is $162.75. 

After you have footed these accounts, you should have the fol- 
lowing 

Itesulta. 



Accounts. 


DsBrr Footings. CasDrr Footinqs. 


Proprietor, 


108.75 1731.26 


C. G. Davis & Co., 


379.00 


Geo. W. Balch, 


(Closed) 


Henderson & Hughes, 


(Closed) 


James M. Ferkilis, 


106.00 630.00 


Geo. D. Robinson, 


215.00 107.60 



54. Directions. — Hereafter you may close personal accounts when- 
ever they are in balance. After the work for this exercise has been 
approved by your teacher, you may copy it into your ledger. Be pre- 
pared to state whether the accounts with Davis & Co., Geo. D. Robin- 
son, and James M. Perkins show indebtedness in favor of or against 
the business, and to give reasons for your opinions. 
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65. The purpose of Exercises II and III is, first of all, to teach the 
uses of accounts with property and persons ; but they are also designed 
to show how the transactions of a small business may easily be kept 
in a ledger. In fact, the transactions of a business might be so few 
and so simple in character as to make it much easier to keep a record 
of them in a ledger than to keep a full set of books, such as will be 
explained in Part II. But when this is done, the ledger must con- 
tain all necessary details of the transactions, and for this reason these 
details have been recorded in the accounts in these two exercises. 

NoTB. — Thoee pupils who need additional drill in the use of penonal accounts may 
find exercises for that purpose on page 66. 

Qaestions. 

1. What is the purpose of a personal account ? 

2. When is a man said to be your debtor and when your creditor? 

3. What three different results may be shown by personal accounts? 

4. How often is it usual to close personal accounts ? 

5. What transactions are entered in the account with the proprietor ? 

6. Explain the difference in meaning between ** Received cash on account " and 

** Received cash in full of account." 



EXERCISE IV. 
DOUBLE EHTBT BOOKKEEFXITO. 

56 This exercise illustrates the relationship which exists between 
accounts and explains the principles of double entry bookkeeping. In 
the previous exercises you have not made all the entries required for 
each transaction, but in this exercise you will do this. All the various 
systems of bookkeeping in use in business houses may be grouped in 
two classes, — single entry and double entry. 

S7. Double Entry Bookkeeping. — You have learned that a single 
transaction may affect two accounts ; but in this exercise you will 
learn that each transaction always affects two accounts. If you buy 
merchandise for cash, there must be an entry on the debit side of mer- 
chandise account for the value of the purchase, and another on the 
credit side of cash account for the money paid out. If you sell mer- 
chandise for cash, you must make an entr)'^ on the credit side of mer- 
chandise account for the value of the sale, and another on the debit side 
of cash account for the money received. In each instance one of the 
two entries is a debit and the other is a credit, and the amount of cash 
paid out or received is exactly equal to the value of the merchandise 
bought or sold. 

If the merchandise is bought or sold on account, the principles in- 
volved are precisely the same ; but as no cash enters into the transac- 
tion there will be no entries in cash account. For the first item you 
will credit the seller of the merchandise instead of crediting cash, and 
for the second item you will debit the purchaser of the merchandise 
instead of debiting cash. There will still be two entries, a debit and a 
credit, for each transaction, and each pair of entries will still be for the 
same amount. 

Sometimes a transaction will require entries in more than two ac- 
counts. If you were indebted to Henry Brown to the amount of $ 100 
and should give him in payment merchandise worth $ 85 and $ 65 in 
cash, you would credit merchandise account $ 35 and cash account $ 65, 

32 
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and you would debit Henry Brown with the sum of the two, or $ 100. 
The sum of the two credits would be equal to the amount of the one 
debit ; and for any transaction the sum of the debits must always 
equal the sum of the credits. 

DouJble Entry Bookkeeping is a system of bookkeeping in which each 
transaction is entered in at least two accounts, and in which for each 
transaction the sum of the debits is always equal to the sum of the 
credits. 

Single Entry Bookkeeping is so called because by this method each 
transaction is usually entered in only one account. 

58. Doable Entry contrasted with Single Entry. — Single entry 
requires the keeping of personal accounts only, although other ac- 
counts are sometimes kept. Double entry, in addition to the personal 
accounts, requires the keeping of accounts with property and also other 
accounts, such as Expense, Interest, Discount, Commission, etc., which 
show losses and gains. The double entry method is preferable, be- 
cause, by the use of such a variety of accounts, it is possible to exhibit 
a more complete record of any business, and also because, by means of a 
trial balance which will be explained in § 61, it is easier to test the 
accuracy of the work. 

59. General Rules for Double Entry: 

1. Remember that each transaction is to be entered in at least two 

accounts, and that for each transaction the sum of the debits 
must equal the sum of the credits. 

2. Before making either entry for a transaction, determine the 

accounts affected by the transaction. 

3. Before making an entry in any account, be sure that you know 

why the entry should be a debit or a credit. 

flO. Directions. — You may take a sheet of ledger paper and open 
accounts with the proprietor. Cash, and Merchandise on the first three 
pages, giving a full page to each ; and, following the directions in 
§ 47, you may divide the last page for four accounts. The proprie- 
tor's account should always be the first one in your ledger. Other 
personal accounts are to be opened as they are needed. The following 
transactions are to be entered in these accounts. 

Hereafter you may omit the explanations from the accounts, and 
enter only the date and amount of each transaction. 
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Tnmaactions. 

June 1. Greo. D. Robinson invests $1000 in cash in the grain business. 

The two accounts affected by this transaction are Cash and the proprietor's. 
Since money is received into the business, Cash must be debited. As some- 
thing of value is received from the proprietor as an investment, bis account 
must be credited. 

2. Buy of H. B. Moulton for cash, 500 bu. wheat @ 66 ^. 

The two accounts affected by this transaction are Cash and Merchandise. 
Since wheat is bought, Merchandise must be debited for its cost. Money is 
paid out, therefore Cash must be credited. 

5. Sell Robert E. Lane for cash, 200 bu. wheat @ 70 ^. 

The two accounts affected by this transaction are Cash and Merchandise. 
Since some of your grain is sold. Merchandise must be credited for its value. 
Money is received, therefore Cash must be debited. 

8. Buy of Charles W. Richards for cash, 200 bu. wheat @ 65 ^, and 500 

bu. corn @ 45 ^. 
12. Sell William Brown for cash, 100 bu. wheat @ 71 ^, and 100 bu. com 

@48^. 
15. Buy of John H. Scott on account, 500 bu. oats @ 24^. 
19. Sell John W. Carpenter on account, 200 bu. wheat @ 71 ^, and 200 

bu. oat8@ 26^. 
22. Sell Robert E. Lane for cash, 100 bu. com @ 48 ^, and 300 bu. oats 

@26ff. 
26. Receive $194 in cash from John W. Carpenter, in full of account. 
30. Pay John H. Scott $75 in cash, to apply on account. 

After footing these accounts, you should have the following 





Be8tUts. 




Accounts. 


DEsrr Footings. 


Crbdit Footings 


Geo. D. Robinson, 




1000.00 


Cash, 


1579.00 


760.00 


Merchandise, 


805.00 


579.00 


John H. Scott, 


75.00 


120.00 


John W. Carpenter, 


194.00 


194.00 



Totals, 2653.00 2653.00 

61. The Equality of Debits and Credits. — The above statement 
shows the total debits and credits for each account in your ledger, and, 
by adding these debits and credits, we find that the sum of all the 
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debits is equal to the sum of all the credits. This result is due to the 
fact that for each transaction you made one debit and one credit entry, 
each debit entry being for the same amount as its corresponding credit. 
For the ten transactions you have made ten debit entries, each balanced 
by a credit entry ; therefore, the sum of the ten debit entries must be 
equal to the sum of the ten credit entries. Such a statement of debits 
and credits is called a trial balance. 

62. A Trial Balance is a test to determine whether the sum of the 
debits of the ledger is equal to the sum of the credits. It is not an 
absolute test of the accuracy of the ledger, for the ledger may contain 
errors that will not affect the equality of the debits and credits. An 
entry might be made on the right side of the ledger, but in the wrong 
account ; as, charging the amount of a sale to the wrong person. 
Errors in computations, such as an error in finding the amount of a 
sale of merchandise, will not affect the equality of the ledger, for the 
debit and credit entries for the transaction will still be equal. A trans- 
action might be omitted altogether and not affect the equality of the 
debits and credits. 

The following illustration shows the usual form for a trial balance, 
and also the results of the transactions for this exercise. As John W. 
Carpenter's account balances, it might have been omitted from this 
trial balance without affecting the equality. 







'3C?, /fOi^ 






l££± 



/ooo 

/2.0 



2-^ S3 



A trial balance should always be dated. The names of the accounts 
should be written in a column with a uniform margin at the left, and 
they should be arranged in the order in which they occur in your 
ledger. The figures in the narrow column at the left indicate the 
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pages of the ledger where the accounts may be found. In writing the 
ledger footings in the columns at the right, the figures representing 
units should be written close to the line which separates dollars and 
cents, and at all times in writing columns of figures care should be 
taken to keep the same orders of figures in perpendicular columns. 
The habit of arranging columns of numbers carefully will save you 
many errors in footings. 

63. A Trial Balance of Balances. — The actual value of an ac- 
count is measured, not by its footings, but by the difference between 
these footings. For illustration, the value of a personal account is 
the indebtedness which it shows in favor of, or against the proprie- 
tor, and this indebtedness is the difference between its two footings. 
A trial balance of balances will show whether your ledger is in balance, 
and in addition it will show the actiial value of each account ; for 
these reasons many bookkeepers use the balances instead of the foot- 
ings. Generally it is well to use the footings of merchandise account, 
in order to show the amount of business done. 

The following illustration shows a trial balance of the balances 
of the accounts in this exercise. As John W. Carpenter's account 
balances, it does not appear in this trial balance. 

Tkial Balance, June 30, 1907. 



Geo. D. Robinson, 
Cash, 

Merchandise, 
John H. Scott, 



819 
226 



1045 



1000 



45 



1045 



64. After the work for this exercise has been approved by your 
teacher, you may copy it into your ledger and trial balance book. 
Keep this sheet of ledger paper for the work of the next exercise. 



Questions. 

1. Why is double entry bookkeeping so called ? 

2. Why is the doable entry method better than single entry ? 

3. What is a trial balance ? 

4. Why should the sum of the debits in the ledger equal the sum of the credits? 
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5. Explain how the ledger may balance and yet be wrong. 

6. What items may be omitted from the trial balance ? Why ? 

7. How often should a trial balance be taken ? 

8. In taking a trial balance why are the accounts footed in pencil instead of ink ? 

9. Where should these pencil footings be placed ? 
10. Why should not these pencil footings be erased? 



EXERCISE V. 
AOOOTTHTS WITH FBOMISSOBT H0TE8. 

65. This exercise illustrates the use of written promises to pay 
money, and explains the accounts necessary in order to keep a record 
of them. These written promises include promissory notes and ac- 
cepted time drafts, and are oi two kinds : our promises to pay other 
people, and the promises of other people to pay us. In this exercise 
we shall consider only promissory notes, leaving the discussion of 
drafts for another time. 

66. A Promissory Note is a written promise to pay a certain sum 
of money, at a certain time, to a certain person. There are two 
parties to a note: the maker^ who promises to pay the money, and 
the payee^ to whom the money is to be paid. The amount of money 
for which a note is given is called its face. The following is the usual 
form for a promissory note : 









t^^ ^ 



M_^^ — IW r^U^^.f-Kf ^^^^J/. C^^^Jt.-'P^^^^^ . 



By signing this note, Howard J. Chapman make% his written promise 
to pay $87.16, therefore he is called the maker; and A. C. Davis, to 
whom the note is payable, is the payee. The note is payable to 
A. C. Davis or order ^ and is said to be negotiable in form, that is, it 
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may be indorsed so as to make it payable to another person. If Davis 
should sell the note to Henry Williams, Henry Williams would become 
the new payee, and the note would be payable to him at maturity, 
that is, the day it falls due. 

67. Maturity. — A note may be payable on a specified day ; as, " On 
Jan. 16, 1908, we promise to pay, etc.," or it may be payable after 
a certain number of days, months, or years. If a note is payable 80 
days after date^^e exact number of days in a month must be con- 
sidered in binding the maturity ; but a note payable one month after 
date will be due on the corresponding day of the next month, if that 
month has that number of days ; otherwise, the note will be due on the 
last day of the month. For instance, a note payable 60 days after 
December 31 will be due February 29 (if the year is a leap year) or 
March 1 ; while a note bearing the same date and payable in two 
months will be due the last day of February, whether that be the 28th 
or the 29th day of the month. 

68. Interest. — A note will not bear interest unless it is so stated 
in the note. If the agreement is to pay interest, the words "with 
interest " are usually written immediately after and on the same line 
with the words "value received." 

69. Advantages of Promissory Notes. — When a man gives a note 
in payment of a bill, he does not really pay the bill ; he only promises 
to pay it. Pupils sometimes make the mistake of assuming that a 
written promise to pay money is as good as cash. A note is better 
than a book account or an oral promise to pay, because it is a written 
acknowledgment on the part of the maker that he owes the sum named 
in the note and will pay it at a definite time. 

A note is more convenient, because, if it is negotiable in form and 
the payee desires to use the money before maturity, he can usually 
sell the note for cash. This is probably the chief reason for giving 
promissory notes when goods are not paid for at the time of pur- 
chase. If Williams & Co. should sell a bill of merchandise amount- 
ing to $2000 to B. A. Armstrong on a credit of 60 days, Mr. Arm- 
strong would not have to pay the money until the expiration of the 
60 days ; but if Williams & Co. desired to use the money at once, Mr. 
Armstrong could give them his note, and they could take it to a bank 
and discount it, that is, sell it for its face less the discount for the 60 
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days. At the usual rate of six per cent, the discount on the above 
note for 60 days would be $ 20, and by discounting the note Williams 
& Co. would have the use of $1980 in cash at once. 

A promissory note is also a convenient means for borrowing money. 
If Williams & Co. needed additional cash for immediate use, they could, 
by giving the bank proper security, discount their own note at 60 days 
on the same terms. 

70. Bills Payable. — Your written promises to paymoney to other 
people are called Bilh Payable^ because these promisesTl&^t be paid 
by you. 

If you should buy a bill of merchandise of Robert Gordon on a 
credit of 30 days, you would make an entry on the credit side of his 
account, to show that you were indebted to him. If you should buy 
a second bill of merchandise of Robert Gordon and give your note at 
30 days in payment, you would be indebted to him for the second lot 
of goods ; but the transaction should not be entered on the credit side 
of his account, because the form of the indebtedness is not oral but 
written, and your written promises to pay money to others belong in 
bills payable account. Of course you owe the money to Robert Gor- 
don, but it is the note that you owe, and it is negotiable ; and, as you 
learned in § 66, Robert Gordon may sell it before it is due, in which 
case you will pay the money not to him, but to the new owner. There- 
fore when you give the note, you should credit Bills Payable and not 
Robert Gordon, and when you pay the note, you should debit the same 
account. , 

Looking at your written promises to pay from another standpoint, 
they are a species of property, and, as you learned in § 66, they may 
be bought and sold like any other property. If now you consider them 
as property, you must apply the general rule for all property accounts 
given in § 27. Under this rule you must credit Bills Payable when 
one of your written promises to pay goes out of your possession, — 
that is, when it is issued, — and debit Bills Payable when one of your 
promises to pay comes into your possession, — that is, when it is 
redeemed or paid. 

Rule. — Credit Bills Payable for tlie fojce of ea/ch of your written 
promises to jmy money to others, when it is issited. Debit Bills Pay- 
able for the face of each of your written promises to pay money to 
others, wJien it is paid. 
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71. Bills Receivable. — The written promises of other people to pay 
money which come into your possession are called Bills Receivable^ 
because you expect to receive the money for them. 

Bills Receivable may be either those that are made payable to you 
when they are issued, and in which you are named as the payee ; or 
those that are made payable to some one else when they are issued, 
and later are transferred to you. 

If James Johnson should buy a bill of merchandise of you on a 

pTArlif of 30 davs, vou would make an entry on the debit side of his 
This tranflaction ia similar to the one for the Ist inst. 

8. Sell William Brown on account at 10 days, 100 bu. corn @ 50^. 

10. Borrow $ 300 of A. R. Bid well on a note at 90 days with interest. 

If this money were borrowed on an oral promise to pay, you would credit 
A. R. Bidwell ; but, since a written promise to pay is given, you must credit Bills 
Payable instead (§ 70). 

11. Pay the note of the 1st inst., in favor of J. W . Carpenter, 
account, theretore you must debit Bills Receivable ahu nut jauies 
Johnson. It follows that when James Johnson pays this note, you 
must credit Bills Receivable with the amount. 

You may sometime find it desirable to dispose of a note which you 
own, either by selling it for cash or by transferring it to some one 
whom you owe, to apply on your indebtedness. In either case you 
should credit Bills Receivable, as if the note had been paid. 

These written promises to pay money are a species of property, 
and, as you learned in § 66, they may be bought and sold like any 
other property. (Considering them then as property) you will see 
that you ought to debit Bills Receivable when these written promises 
to pay money come into your possession, and credit the same account 
when they go out of your possession on payment by the maker or on 
sale to some one else. 

Rule. — Debit BiZls Receivable for the fdce of ecuih of the written 
promises of other people to pay money, when it comes into your pos- 
session. Credit Bills Receivable for the face of ea^h of these ivritten 
promises to pay, when it is paid or otherwise disposed of. 

NoTB. — Pupils ordinarily have difficulty in understanding these two accounts, Bills 
Payable and Bills Beceivable ; and lor this reason a good deal of space has been devoted 
to the discussion of them, and they have been considered from two different points of 
yiew. Each account has been discussed : first, as taking the place of a personal account 
and subject to the rules which apply to personal accounts ; and second, as a property 
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days. At the usual rate of six per ceut, the discount on the above 
note for 60 days would be $ 20, and by discounting the note Williams 
& Co. would have the use of $ 1980 in cash at once. 

A promissory note is also a convenient means for borrowing money. 
If Williams & Co. needed additional cash for immediate use, they could, 
by giving the bank proper security, discount their own note at 60 days 
on the same terms. 

70. Bills Payable. — Your written promises to pav money to other 
people are called Bill% Payable^ because these promisesT'lnttst be paid 
by you. 

If you should buy a bill of merchandise of Robert Gordon on a 
credit of 80 days, you would make an entry on the credit side of his 
account, to show that you were indebted to him. If you should buy 
a second bill of merchandise of Robert Gordon and give your note at 
30 days in payment, you would be indebted to him for the second lot 
j ^Qoda : but the trapaa ption s}iouJ/l not^ be entered on the credit side 




Write out on plain white paper promissory notes for the transac- 
tions of July 1, 3, 10, and 18, and submit them to your teacher for 
approval. After these notes have been approved, you may enter the 
following transactions. Hereafter you will make the necessary double 
entry for each transaction, and it will be well for you to study again 
the rules in § 59. 

Transactions. 

July 7. Buy of John W. Carpenter on a note at 10 days, 600 bu. corn @ 

If this com were bought for money, you would credit Cash for the money 
paid out ; but as a note is given instead of cash, you must credit Bills Payable 
(§ 70). Do not forget the second entry. 
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73. Directions. — You may now foot your accounts and prepare 
a trial balance, according to the instructions on page 35. For this 
trial balance you may use the footings of the accounts. Your trial 
balance should agree with the one shown below. If there are any 
errors in your work, verify each step carefully, and, if possible, find 
the errors before submitting the work to your teacher. 

Trial Balance, July 31, 19 — . 





1 


Geo. D. Robinson, 






1000 






1 


Cash, 


1977 




986 






2 


Merchandise, 


1695 




1144 






3 


Bills Payable, 


226 




1020 






4 


Bills Receivable, 


290 




98 






4 


Chas. W. Richards, 


160 




215 






5 


William Brown, 


176 




50 






4612 




4512 





74. Result shown by Bills Payable Account. — When all of your 
written promises to pay money have been paid, this account will bal- 
ance, if it has been credited and debited with the face value of each. 
When the account does not balance, the credit side should be the larger, 
and the difference should agree with the total of your written promises 
to pay that are still unpaid. 



This account at this time shows : — 

A total credit, representing your notes issued, of . 
A total debit, representing your notes paid, of 
A balance, representing your unpaid notes, of 



$1020.00 

226.00 

$796.00 



During the month you have issued four notes, of which three are 
still unpaid. One of these unpaid notes, for $ 325, was issued July 7 ; 
a second, for $800, was issued July 10; and a third, for $170, was 
issued July 29. The sum of these is $796, which agrees with the 
balance of the account and represents debts owing by you to others. 

75. Result shown by Bills Receivable Account. — When all of the 
written promises to pay you money have been paid or disposed of, this 
account will balance, if it has been debited and credited with the face 
value of each. When the account does not balance, the debit side 
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should be the larger, and the difference should agree with the amount 
of other people's written promises to pay that you have on hand. 
This account at this time shows: — 

A total debit, representing notes of others received, of . $290.00 

A total credit, representing notes of others paid, of . . 98.00 

A balance, representing unpaid notes due you, of . $192.00 

During the month you have received three notes from others, of 
which two are still unpaid. One of these unpaid notes, for $ 142, was 
received July 12 ; and the second, for $50, was received July 18. The 
sum of these is $192, which agrees with the balance of the account and 
represents debts owing to you. 

76. Closing Bills Payable and Bills Receivable Accounts. — These ac- 
counts, like personal accounts, are usually closed whenever they balance, 
and they are closed in the same manner as personal accounts (§51). 

77. Directions. — The single item on the debit side of Bills Payable 
balances the first item on the credit side, and you may close the 
account at this point by a single ruling. The single item on the credit 
side of Bills Receivable balances the first item on the debit side, and 
you may close the account at this point by a single ruling. Hereafter 
you may close these accounts whenever they balance. 

78. You may continue the work of this exercise, using the same 
accounts and entering the following 

Transactions. 

Aug. 2. Give Charles W. Richards a note at 30 days with interest, in full 
of account. 
3, Buy of John H. Scott on account, 600 bu. oats @ 25^. 

5. Borrow $ 500 of R. K. Baker on a note at 30 days with interest 

6. Receive of William Brown his note at 30 days, in full of account. 
6. Pay the note of July 7, in favor of Charles W. Richards. 

10. Sell William Brown on account, 300 bu. com @ 49^. 

11. M. W. Wicks has paid his note of July 12. 

14, Sell Charles W. Richards on account, 500 bu. oats @ 30^. 
16. Give John H. Scott, in settlement of account, the note which you 
received from William Brown on the 5th inst. 

This is a negotiable note, and, as you learned in § 06, you have the 
right to sell it to a third party. If you were paying money to John H. 
Scott, you would debit him and credit Cash ; in the same way, for this 
transaction you should debit him and credit Bills Receivable instead of Cash. 
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Aug. 17. William Brown has paid his note of July 18. 

Pupils sometimes make mistakes in entering transactions of this kind, 
and credit the one who pays the note instead of Bills Receivable. William 
Brown was given credit for this note, Jaly 18, and it would be manifestiy 
wrong to credit him now for the money, for this would credit him twice 
for the same thing. 

21. Loan $ 100 to A. N. Wheeler on his note at 20 days with interest. 

If you were loaning this money on an oral promise to pay, you would 
debit A. N. Wheeler ; but, since you are receiving his note in exchange for 
your money, you must debit Bills Receivable instead (§71). 

23. Sell M. W. Wicks on his note at 60 days, 300 bu. wheat @ 72^. 
25. Sell William Brown on account at 30 days, 160 bu. corn @ 48^. 
28. Buy of H. B. Moulton on a note at 30 days, 500 bu. corn @ 40 f^. 

Pay the note of July 29, in favor of John H. Scott. 
30. Receive of William Brown, to apply on account, a note in his 
favor, made by James Allen, dated Aug. 26 at 30 days, for 
$100. 

This note was originally payable to William Brown, but, as it is negoti- 
able, he has the right to transfer it to you (§§ 66 and 162). After this transfer 
is made, the note is your property and is payable to you, therefore it is a 
bill receivable. Your entry will be the same as if William Brown were to 
give you his personal note instead. 

79. Directions. — You may prepare a trial balance, which should 
agree with the one shown below, and submit it and your ledger sheets 
to your teacher for approval. After your work has been approved, it 
should be copied into your ledger and trial balance book. If not al- 
ready done, the pages of your blank books should be numbered. Keep 
these sheets of ledger paper for the work of the next exercise. 

Trial Balance, Aug. 31, 19 — . 



Geo. D. Robinson, 
Cash, 

Merchandise, 
Bills Payable, 
Bills Receivable, 
Chas. W. Richards, 
Wm. Brown, 



1089 
2020 

416 
150 
119 

3794 



1000 

1729 
1066 



3794 
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QaestioiiB. 

1. What is a promissory note ? 

2. What is the face of a note ? 

3. Who is the payee ? 

4. Why are the words "or order" usually written in promissory notes? 

5. Why are promissory notes not included in the cash ? 

6. What are the advantages of promissory notes ? 

7. Which side of bills payable account should be the larger when there is a 

difference? Why? 

8. Which side of bills receivable account should be the larger when there is a 

difference? Why? 

9. How can you prove bills payable and bills receivable accounts? 

10. Why should the entries in bills payable and bills receivable accounts always 
be for the face values of the notes? 

U. How often are these accounts usually closed? 



EXERCISE VI. 

AOOonsTS SHOwnra losses and aAiHs. 

80. The purpose of this exercise is to illustrate and explain some 
of the accounts needed to show the losses and gains of business. 
The principal gains and some of the losses will be shown by the 
property accounts ; but there are certain losses and gains incident to 
every business for which other accounts must be provided. Usually 
it will be necessary to have at least three such accounts; Expense, 
Interest, and Discount, although the two latter are often combined 
in one. 

81. Expense Account. — This account will include disbursements 
for rent, insurance, clerk hire, salaries, labor, fuel, lighting, station- 
ery, postage, and all other items incident to the carrying on of the 
business. 

You have learned that merchandise account is debited with the cost 
of the goods that are bought for the purpose of selling ; and, in like 
manner, expense account should be debited with the cost of each item 
of expense. On the other hand, whenever any article is sold that was 
previously charged to expense account, this account should be credited 
with the proceeds. 

In a large business it is desirable and usual to keep separate 
accounts with the individual kinds of expense; such as Labor, Salaries, 
Rent, Furniture and Fixtures, and Postage, in order to show the 
amounts expended for each. Such a classification of expenses is of 
especial value when the proprietor desires to make comparisons with 
the expenses of other years. 

Rule. — Debit Expense for the cost of each expense item. Credit 
Expense, when anything is sold tJiat was previously debited to the 
account, or for any rebates on account of such items. 

82. Interest and Discount. — Money paid for the use of other money 
is called irUerest Interest must be paid on any note or other contract 
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that contains a specific promise to pay it, and it may be charged after 
maturity on any debt not paid at maturity. 

A note that contains a promise to pay interest will bear interest 
from its date to maturity at the rate specified in the note, or, if the rate 
is not specified, at the legal rate of the state in which the note is 
payable. A note not containing a specific promise to pay interest 
will b&ar no interest, unless it is not paid at maturity, and then it will 
bear interest from the date of maturity to the date of payment, at the 
legal rate. If a bill of goods is bought on a credit of a certain time 
and is not paid for within that time, interest may be charged after 
maturity, as in the case of the note. 

Discount is an allowance for the payment of a debt before it is due. 
It is usually equivalent to the interest on the principal for the unex- 
pired time. A person cannot be compelled to pay a debt before it is 
due, but, if he does pay a debt before maturity, he is entitled to com- 
pensation for the use of the money for the unexpired time. 

Discount is really money paid for the use of money ; the difference 
between it and interest being that interest is paid after one has enjoyed 
the use of the borrowed money, while discount is paid in advance. 

83. Interest and Discount Account. — Since interest and discount are 
so much alike, we shall use only one account for the two. You have 
been taught to debit Merchandise for the cost of goods bought, and to 
debit Expense for the cost of each expense item ; in like manner you 
should debit Interest and Discount for each sum which you p^y for the 
use of money. It follows that when you receive pay for the use of 
your money, you should credit this account. 

Rule. — Debit Interest and Discount, when either interest or dis- 
count is paid or allowed to others. Credit Interest and Discount, 
wlien either interest or discount is paid or allowed to the business. 

84. The Computation of Simple Interest and Discount. — Discount 
is computed by the same method followed in computing simple interest, 
therefore one rule will answer for both in all ordinary business trans- 
actions. The rate of interest used in this book is 6%, unless some 
other rate is specified. Discount will be computed for the exact num- 
ber of days between the day of discount and the day of maturity. 

The following illustration will help you to understand the method 
of finding the difference in time between two dates. If a note, dated 
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June 1, at two months, were discounted June 18, the maturity of the 
note would be June 1 plus two months, or Aug. 1 ; and the time of 
discount would be the exact number of days between June 18 and 
Aug. 1, as shown by the following statement: 

Number of days in June, 30 less 18, or 12 
Number of days in July, 31 

Number of days in August, 1 

Total, or time of discount, 44 days. 

Any text-book on commercial arithmetic will give you several good 
rules for reckoning interest and discount. It will be best for most 
pupils to master and use one rule for all problems. 

85. Directions. — You may solve the following problems and submit 
your results to your teacher for his approval. 

1. Find the interest on $300 for 5 months 20 days at 6%. At 5%. 

2. Find the interest on $416.19 for 76 days at 6%. At 4%. 

3. Find the mterest on $21.84 for 47 days at 6%. At 7%. 

4. A note for $600, dated Jan. 1, 1905, at 2 months, was prepaid Feb. 1, 
less the discount at 6%. Find the date of maturity, the time of discount, 
and the amount paid. 

5. A note for $ 89.17, dated Mar. 15, 1905, at 90 days, was prepaid June 1, 
less the discount at 5%. Find the date of maturity, the time of discount, 
and the amount paid. 

Note. — If the pupils cannot solve problems in interest and discount readily, it will 
be well to give them fifteen-minute class drills each day for a few days. 

86. Directions. — The transactions for this exercise are a continua- 
tion of those used for the last exercise, and you will use the same 
accounts. In addition you may open such new personal accounts as 
you may need and also accounts with Expense and with Interest and 
Discount. See illustrations on the next page. 

Sept. 1. Pay the note of Aug. 2, in favor of Charles W. Kichards. 

This note was given for $05 and interest^ and you are paying not only 
the $66, but also 33^ for the use of this sum for 30 days. Only $66 should 
be debited to Bills Payable, because this is the amount of the debt you 
are paying (§ 74). Since the use of this money has cost you 33^, Interest 
and Discount must be debited for this sum (§ 83). The entry in cash 
account will balance these two entries. 
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Sept. 2, M. W. Wicks desires to prepay his note of Aug. 23, and you 
may allow him to do so, less the discount for the unexpired 
time. 

This note had 60 days to run, and would not be due till Oct. 22. You 
will have the use of this money 50 days before it is due, and you must allow 
M. W. Wicks the discount for the unexpired time. The face of this note is 
$216, and, as the discount on this sum for 60 days is $1.80, you will receive 
only $214.20 in cash. Bills Receivable must be credited with $216, for that 
is the amount of the debt that is paid (§ 75). Since the use of this money 
for 60 days before it was due has cost you $1.80, Interest and Discount must 
be debited for this sum (§ 83). The entry in cash account will balance the 
other two entries. 

4. Pay the note of Aug. 5, in favor of R. K. Baker. 

6. Pay Henry Johnson's bill for stationery, $ 5.60. 

This item should be debited to Expense (§81). 

9, Sell Robert E. Lane on his note at 60 days, 200 bu. corn @ 45^. 
10. A. N. Wheeler has paid his note of Aug. 21, for $100 and interest. 
You will of course credit Bills Receivable for the face of the note, and, 
since A. N. Wheeler is paying for the use of your money for 20 days, 
you must credit Interest and Discount for the amount of the interest. 
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Sept. 13. Buy of H. B. Moulton on a note at 30 days with interest^ 500 
bn. wheat @ 66^. 
The interest on this note will not be due until the note is due, and there 
should be no entry for the interest until it has been paid. 

15. Discount at The City National Bank the note for $100 which 

you received from William Brown, Aug. 30, and receive cash 

for the proceeds. 

i« Discount at The City National Bank/^ is a business expression meaning, 

*«Sell to The City National Bank." If the parties to a note are in good 

financial standing, banks will usually buy such paper at its face value less the 

discount for the unexpired time. So far as your bookkeeping is concerned, 

there is no material difference between collecting the money from the maker 

and selling the note for cash. Your entries will be similar to those for the 

transaction of the 2d inst 

IS. Prepay the note of August 28, in favor of H. B. Moulton. 

This note had 30 days to run, and would not be due till the 27th inst. 
IL B. Moulton will have the use of your money nine days before it is due, 
and he must pay you the discount for the unexpired time. You will pay less 
than the face of the note, but Bills Payable must be debited for the face, aud 
Interest and Discount must be credited for the sum that you save by paying 
the note now. 

SI. Discount at The First !National Bank Robei-t E. Lane's note of 

the 9th inst. 
22. Charles W. Richards has paid you cash, in full of account. 
24- William Brown has paid his bill of Aug. 25, due to-day. 
26. Pay Mary Clark's bill for stenographic services, $ 7.25. 
28. Sell Charles W. Richards on his note at 60 days, 200 bu. wheat 

@72^. 
30. Receive S1.50 from Henry Johnson, to cover an error in his bill 

which you paid the 6th inst. 

Whenever you receive any money ou account of any item that was pre- 
viously debited to expense account, that account should be credited for the 
money received (§81). 

87. Directions. — Prepare a trial balance, using the balances of the 
accounts (§ 63), and submit it and your ledger sheets to your teacher 
for his approval. 

88. Result shown by Expense Account. — The debit side of this 
account shows the total cost of expense items, and the credit side shows 
the sum received for items that were previously charged to the account. 
Generally the debit side will be the larger, and when you have de- 
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ducted the credit footing, you will have the net outlay for expenses 
which will be a loss. 

Expense account at this time shows : — 

Total expenditures for expense items, $ 12.85 

Bebates received for expense items, . 1.50 

Net loss on account of expenses, $ 11.35 

89. Expense Inventory. — At the time of closing Expense account, 
an inventory must be taken of all unused property that has been deb- 
ited to the account and also of any unearned balances of rent, insur- 
ance, etc. There is no expense inventory at this time, but if there 
were, its value would reduce the apparent loss shown by the account. 
The rules that apply to the merchandise inventory may be adapted for 
this account (§§ 35 and 37). 

The manner of closing an expense account is similar to that of clos- 
ing a merchandise account, as explained in § 32, and will be fully illus- 
trated in § 112. 

90. Result shown by Interest and Discount Account. — This account 
has been debited for the sums that you have paid for the use of the 
money of other people, and credited for the sums that other people 
have paid you for the use of your money; therefore the debit side 
shows cost, and the credit side shows earnings. When the debit or 
cost side of this account is the larger, the account will show a loss, and 
when the credit side is the larger the account will show a gain. 

Interest and Discount account at this time shows : — 

Total payments for the use of other people's money, $ 6.52 

Total receipts for the use of your money, ... .63 

Net loss on account of interest and discount, . $4.89 

The manner of closing interest and discount account is similar to 
that of closing a merchandise account when there is no inventory, as 
explained in § 32, and will be fully illustrated in § 113. 

91. Directions. — You may continue the work of this exercise, using 
the same accounts, and entering the following 

Transactions. 

Oct. 1. Buy of Henry James on a note at 60 days with interest, 500 bu. 
oats @ 26^. 
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Oct. 3. Sell A. J. Brown on his note at 90 days with interest, 100 bu. 
corn @ 45^, and 100 bu. wheat @ 70^. 
6, Pay bill of Morse & Go. for blank books and stationery, $15.75. 
8. Borrow $1000 of The First National Bank on a note at 90 days. 

See the transaction for Sept 15 on page 62. Banks usually deduct thei 
interest in adyauce on the loans they make, therefore this note is not written 
«'with interest.*' The discount on 91000 for 00 days is 916, which the 
bank will deduct and pay you the balance in cash. 

Pay the note of July 10. 
10. Buy of Henry Goode on account 600 bu. wheat @ 65^. 
13. Pay the note of Sept. 13. 

16. Give the note of Charles W. Richards which you received Sept. 
28 to Henry Goode, to apply on account. 

This note will not be due till Nov. 27, and Henry Goode will have to 
wait till that time, 42 days, before receiving the money on it ; therefore the 
value of this note to him is the face, 9144, less the discount for 42 days 
91.01, or 9142.00. This is the amount to be debited to his account. Dis- 
count has cost you 91.01, which must be debited to that account, and Bills 
Receivable must be credited fdr the face of the note, as it has gone out of your 
lion. 



17. Sell William Brown on account 200 bu. oats @ 30^, and 200 bu. 

wheat @ 70^. 
19. Return to Morse & Co. one of the blank books which you bought 

of them the 6th inst., as you do not need it, and receive 

from them the price you paid, §2. 

21. Receive from William Brown, to apply on account, a note in his 

favor for SlOO and interest, dated Sept. 1 at 60 days, and 

made by James Howard. 
This note has been earning interest for 60 days, its value is the face 
plus the interest for this time, and this sum must be credited to William 
Brown's account. You are paying more than the face for this note be- 
cause of the interest ; therefore interest is costing you something, and the 
account must be debited with the amount of this accrued interest. 

22. Receive from William Brown his note at 30 days with interest, 

in full of account. 
Give the above note of William Brown to Henry Goode, to apply 
on account. 
26. Pay S 1 for postage stamps. 

31. James Howard has paid his note which you received the 21st inst. 
As the note is due, James Howjird will pay you the interest for 60 days, 
and not just for the 10 days thai the note has been in your possession. 

Pay bill of The Union Gas Co., S1.25. 
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92. Directions. — Prepare a trial balance of balances (§ 63) and 
submit it and your ledger sheets to your teacher for his approval. 

You should be able to analyze and explain each of the accounts in 
your ledger. After the work for this exercise has been approved by 
your teacher, it should be copied into your ledger and trial balance 
book. 

Qaestions. 

1. What are the advantages of keeping loss and gain accounts ? 

2. What items are included in expense account? 

3. When would you keep separate accounts with the different kinds of expense 

items? 

4. When must one person pay interest to another ? 

5. What is the difference between interest and discount ? 

6. Why are interest and discount usually entered in the same account ? 

7. Why is discount allowed on a note that is paid before maturity ? 

8. When an interest-bearing note is paid, why is not the amount of the interest 

included in the entry in the note account? 

9. When a note is paid less discount, why is not the amount of the entry in the 

note account the same as the amount of cash paid ? 

10. How do you determine whether the account with interest and discount 
shows a loss or a gain? 



SUPPLEMENTARY EXERCISES. 

These exercises are designed for additional drill, and may be used in 
whole, in part, or not at all, as individual cases may require. As they are 
intended for individual use, a number of different price-lists are provided. 

At the close of each exercise, prepare a trial balance of balances 
(§ 63), find the amount of the inventory and the gain, close cash and 
merchandise accounts, and enter the gain in the proprietor's account. 

Buying Price-Lists. 



A «Tlrl.CT. 


1 


> 


s 


4 


s 


6 


7 


a 


9 


10 


Flour, per bbl. 
Potatoes, per " 
Apples, « « 


6.50 
1.50 
2.50 


6.50 
1.70 
2.25 


5.76 
1.75 
2.00 


6.25 
1.60 
2.40 


6.60 
1.90 
2.30 


6.40 
1.80 
2.10 


5.70 
1.55 
2.20 


6.10 
1.95 
2.06 


6.90 
1.66 
2.36 


6.00 
1.86 
2.46 



Selling Pkice-Lists. 



AmrLiw. 



Flour, per bbl. 
Potatoes, per " 
Apples, 



it u 



I 


2 


S 


4 


5 

6.60 


6 


7 


8 


9 


6.50 


7.25 6.75 


7.00 


7.26 


6.60 


6.90 


6.60 


2.00 1.90 j 1.80 ; 1.70 


2.25 


2.15 


1.60 


2.10 


2.06 


13.00 

1 


2.75 


2.50 


2.90 


2.80 


2.60 


2.70 


2.56 


2.86 



10 



7.50 
2.40 
2.95 



Jan. 1, Henry Brown invests S 3000 in cash. 

2, Buy for cash 200 bbl. flour. 

5. Sell for cash 100 bbl. flour. 

8. Buy for cash 200 bbl. potatoes. 
11, Sell for cash 50 bbl. flour. 
15. Sell for cash 100 bbl. potatoes. 
18. Buy for cash 500 bbl. apples. 
'22. Sell for cash 200 bbl. apples. 
25. Sell for cash 100 bbl. potatoes. 
29. Buy for cash 200 bbl. potatoes. 
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2. 

The transactions in this series are a continuation of the last series, 
and you may use the same accounts and open such additional accounts 
as may be required. 

Feb. L Sell John W. Wood on account, 200 bbl. apples. 

2. Sell F. L. Mather for cash, 200 bbl. potatoes. 

6. Buy of F. G. McCall on account, 300 bbl. flour. 

7. Sell John W. Cunliffe for cash, 100 bbl. apples. 
9. Buy of Edwin F. Gould for cash, 600 bbl. apples. 

12, Receive cash of John W. Wood for the sale of the 1st inst. 

14. Sell F. L. Mather on account, 100 bbl. flour. 
16. Sell John W. Wood on account, 50 bbl. flour. 

19. Buy of Fred L. Waite for cash, 200 bbl. potatoes. 

21. Henry Brown makes an additional investment of $ 1000 in cash. 

2S. Pay F. G. McCall for the purchase of the 5th inst. 

24' Sell F. L. Mather on account, 100 bbl. potatoes. 

25. The proprietor has taken for private use, 10 bbl. potatoes and 10 
bbl. apples. 

27. Receive cash of John W. Wood for the sale of the 16th inst. 

28. SeirF. H. Williams for cash, 100 bbl. flour. 

3. 

This series of transactions is not connected with the previous ones, 
and you will need to open new accounts. 

March 1. Arthur C. Lewis invests $ 2500 in cash. 

2. Buy of Perkins & Co. on account, 500 bbl. apples and 300 bbl. flour. 

4. Sell James L. Johnson on account, 200 bbl. flour. 

6. Buy of Fred L. Waite on account, 300 bbl. potatoes. 

7. Sell John W. Wood on his note at 20 days, 100 bbl. potatoes. 
9. Sell F. L. Mather on account at 10 days, 200 bbl. apples. 

11. Receive from James L. Johnson his note at 30 days for the sale 

of the 4th inst. 

12. Give Fred L. Waite a note at 15 days for the purchase of the 

6th inst. 

15. Mr. Lewis has taken $25 in cash for private use. 

I4. Sell B. D. Robinson on his note at 90 days, 100 bbl. flour. 

16. Buy of F. G. McCall on a note at 60 days, 200 bbl. flour. 

17. Loan Edward Howard S500 on his note at 30 days with interest. 
19. Receive cash of F. L. Mather for the sale of the 9th inst 

21. Sell F. G. Moore on account, 100 bbl. apples. 

22. Sell Charles Brown for cash, 100 bbl. flour and 100 bbl. apples. 
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Mar, 24, Sell F. H. Williams on his note at 30 days, 100 bbl. potatoes. 

26, Buy of Fred L. Waite on a note at 30 days with interest, 200 

bbl. potatoes. 

27, Receive cash of John W. Wood for his note of the 7th inst. 
Pay the note of the 12th inst. in favor of Fred L. Waite. 

30, Sell F. L. Mather on account at 10 days, 100 bbl. apples. 



The transactions in this series are a continuation of the last series, 
and you should use the same accounts. 

April 1, Mr. Lewis has made an additional investment of $1000 in cash. 

2, Buy of Edwin F. Gould on a note at 60 days, 500 bbl. apples, 

3. Pay Perkins & Co. for the purchase of March 2. 

5. Pay bill of The National Telephone Co., $6.55. 

6. James L. Johnson desires to prepay his note of March 11, and you 

may allow him to do so, less the discount for the unexpired 
time. 

7. Sell John W. Wood on his note at 90 days, 100 bbl. flour. 

8. B. D. Robinson desires to prepay his note of March 14, and you 

may allow him to do so, less the discount for fhe unexpired 
time. 

9. Receive F. L. Mather's note at 30 days with interest for the sale 

of March 30. 
11. Discount at The Second National Bank F. H. Williams's note of 

March 24, and receive cash for the proceeds. 
13. Sell George D. Jones on account, 300 bbl. potatoes. 

15. Receive F. G. Moore's note at 30 days with interest for the sale of 

March 21. 

16. Receive payment for Edward Howard's note of March 17. 

18. Buy of Fred L. Waite for cash, 200 bbl. potatoes. 

19, Prepay the note of March 16, less the discount to maturity. 

21. Receive $1.05 from The National Telephone Co., to correct an 

overcharge in their bill which you paid the 5th inst. 

22. George D. Jones has returned 10 bbl. of the potatoes sold him 

on the 13th inst., because they are unsatisfactory. 
2^, Prepay the note of the 2d inst., less the discount to maturity. 
25, Pay the note of March 26. 
27, Sell George D. Jones on account at 30 days, 200 bbl. potatoes 

and 200 bbl. apples. 
29. Receive cash from George D. Jones for the balance of the sale of 

the 13th inst. 
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EXERCISE VII. 
THE JOTTMAL. 

93. The Journal is the principal book of ori ginal ent ry, and, when 
no other book of original entry is used, it should contain a record of all 
the transactions of a business, in the order of their occurrence. 

94. A Journal Entry. — When only a journal and ledger are_ used, 
transactions are recorded in the journair'anraft erward these entries 
are summarized" in the ledger. The record of a transaction in tlie 
journal is called a journal entry. Each original entry should be ex- 
plained fully and clearly. It is not sufficient that you understand the 
records you make ; they must be stated so clearly that any person 
who may have to examine the books may not misinterpret any entry. 
The following illustration shows the usual form for a journal entry. 
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This entry shows a sale of merchandise to A. B. Gordon on 
account. At the left are indicated the names of the two accounts 
affected by the transaction, A. B. Gordon and Merchandise. The 
name of the account to be debited is always written first, and on the 
same line and in the first amount-column at the right is written the 
sum to be debited. The name of the account to be credited is written 
below the name of the debit account and a little to the right of it, 
and on the same line and in the second amount-column is written the 
sum to be credited. In the second wide space are written the essential 
details of« the transaction. 

The work of arranging transactions in the journal is called 
jovirnalizing. 
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95. The Model Journal. — On pages 60 and 61 you will find the 
model journal ; you should study it carefully, noting especially the 
following features: 

1. When a personal account is debited or credited, the name of the 

person need not be repeated in the explanation. 

2. The record for one transaction is separated from the one which 

follows b}' a line on which only the date of the following 
transaction is written. 

3. The date for the first entry at the top of any page is usually 

written in full, including the day, month, and year. 

4. No matter how many different items may have been bought or 

sold in one transaction, it is better to enter only one item on 
a line. 

5. The name of each debit account should be written close to the 

line at the left, and each date and each explanation should be 
written close to the line down the middle of the page. 

6. Usually a transaction will require only one debit and one credit; 

but in the model journal the transaction of the 22d required 
one debit and two credits, but the sum of the two credits is 
equal to the one debit. Some transactions will require two 
debits and one credit, and others will require several debits 
and several credits; but always the sum of the debits must 
be equal to the sum of the credits for each transaction. 

7. Do not divide the record for a transaction at the bottom of a 

page. If there is insufficient space for the whole entry, begin 
a new page at once. 

8. At the bottom of a page the two amount-columns should be 

ruled and footed, and the footings should be carried to the top 
of the next page. 

9. The final footings for the month show that the sum of the debit 

items is equal to the sum of the credit items. If the two 
footings are not equal, the error should be found and corrected 
at once. Do riot add one column and assume that the footing 
of that column is also the footing of the other, but always add 
each column, in order to be certain that the footings are the 
same. 

96. Directions. — Take a sheet of journal paper and make an exact 
copy of the model journal, except that in writing the date you should 
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substitute the year in which you are doing the work. A page of your 
journal will probably be longer than the illustration, and, if so, you can 
copy one or two additional transactions on the first page. When this 
has been approved, you may copy it into your journal. Keep this 
journal sheet for the work of the next exercise. 

Next take a sheet of journal paper and journalize the following 



Transactions. 

Feb, 1. You (the student) will invest $ 1000 in cash in the grain business. 

2, Buy of H. B. Moulton for cash, 500 bu. wheat ((hm4, 

4. Sell Robert E. Lane for cash, 100 bu. wheat @ 71^. 

5. Sell F. L. Waite on account, 100 bu. wheat @ 72}?^. 

7. Buy of Davis & Co. on account, 500 bu. corn @ 40 ^. 

8. Sell George W. Balch on his note at 10 days, 100 bu. wheat @ 

72^, and 100 bu. com @ 48^. 

10. Buy of Wm. J. Howard on your note at 30 days, 500 bu. barley 

@53^. 

11, Receive from F. L. Waite a note at 10 days with interest, for 

the sale of the 5th inst. 

13. Give Davis & Co. your note at 10 days with interest for their 

invoice of the 7th inst. 

14. Sell Robert E. Lane 100 bu. wheat @ 71^, 100 bu. com@ 47^/, 

and 100 bu. barley @ 62 ^ ; and receive in payment a note at 10 
days with interest for one half the bill and cash for the balance. 

The following illustration will assist you in making the entry for this 
transaction. 
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16. Pay Henry Johnson's bill for printing and stationery, $ 9.76. 

17. Sell John H. Scott on account at 20 days, 100 bu. wheat @ 72^, 

and 100 bu. barley @ 63 ^. 
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Feb, 18. Receive cash from George W. Balch to pay his note of the 8th inst. 
W. Buy of H. B. Moulton 500 bu. wheat @ 61 Jt, and give him in 

payment a note at 30 days with interest for $200 and cash 

for the balance. 
£1. Receive cash from F. L« Waite for his note of the lltb inst. and 

the interest. 
£3. Pay your note of the Idth inst. and the interest. 
£4. Receive cash from Robert £. Lane for his note of the 14th inst 
£6. Sell John H. Scott on account, 200 bu. barley @ 63^, and 200 

bu. wheat® 72^. 
fS7. Prepay your note of the 10th inst., less the discount to maturity. 
£8. Sell James Perkins for cash, 100 bu. barley @ 62^, and 100 bu. 

wheat @ 71 f. 

After this work has been approved by your teacher, you may copy 
it into your journal, beginning at the top of the page immediately 
following the pages used for the model journal. Keep this journal 
sheet for the work of the next exercise. 

Questions. 

1. What is a business transaction? 

2. What is bookkeeping ? 

3. What is essential to a good record of a business transaction ? 

4. What is a book of original entry ? 

5. When may the ledger be used adyantageously as a book of original entiy? 

6. Describe the journal. 

7. Why should a person keep a record of his business transactions? 
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97. The purpose of this exercise is to explain the method of trans- 
ferring entries from the journal to the ledger. No record of a series 
of transactions is complete until the journal entries have been sum- 
marized in the ledger, for the ledger exhibits the results of the busi- 
ness in the form of accounts. The work of carrying the entries from 
the journal to the ledger is called posting. 

Each debit amount must be carried to the debit side of the proper 
account, and each credit amount must be carried to the credit side of 
the proper account in the ledger. Each entry in the ledger must show 
the date and amount of the transaction, and also the page of the journal 
from which the entry is posted. 

98. Posting. — Take a sheet of ledger paper and post the entries 
from your copy of the model journal. You will first open the neces- 
sary accounts, as directed in § 47, placing four accounts on a page. 

One o! the most common errors in bookkeeping is to post an entry 
to the wrong side of the account. The best way to guard against this 
is to post all the debits first, and then the credits, instead of posting 
debits and credits alternately. 




The first debit entry in your journal belongs in cash account, and 
you may post the amount, $1000, to the debit side of this account. 
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You may also write the date of the transaction, including the year, and 
the page of the journal from which the item is posted. As the journal 
contains a complete record of each transaction, it is not necessary to 
write anything in the explanation column of the ledger, and hereafter 
you may omit these explanations. A ledger from which such explana- 
tions have been omitted is called a skeleton ledger. The illustration on 
the preceding page shows this entry properly posted. 

You must next indicate in your journal that this entry has been 
posted, and this is done by writing in the square at the left of the entry 
the page of the ledger to which the entry was posted. The following 
illustration shows the manner of doing this. 
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You may now post the other debits in your journal, after which 
you may post the credits in the same manner. 

Be careful to post each amount to the right side of the ledger, to 
post it to the right account, and to post the right amount. One error 
that is frequently made by pupils in posting is the transposition of the 
figures of a number, such as writing $278 for $287, and posting dollars 
as cents or cents as dollars, as $.29 for $29. You should look at 
each amount very sharply, both in the journal and after you have 
written it in the ledger. 

The ledger page should not be entered in the journal till after the 
entry has been posted. If you should write the ledger page in the jour- 
nal first, and your work should be interrupted at that moment, you 
would probably omit to post the entry when you resumed your work. 

99. Checking Postings. — Some bookkeepers check their postings 
before taking a trial balance, doing the work at odd moments, in order 
to be certain that there are no errors in the postings when they take a 
trial balance at the end of the month. The work of checking should 
be done with the utmost care, checking all the debits first and then the 
credits. 

You may turn to the first debit item in your journal, and, if it has 
been correctly posted, place a small check mark (^) with a pencil on 
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the double-ruled line at the left of the amount in your ledger and a 
similar mark beside the amount in your journal. No item should 
be checked a second time ; for a second check mark would indicate 
that an error had been made either by checking the wrong item, or 
by posting an entry twice. When you have finished checking, look 
carefully through both journal and ledger for any unchecked amounts, 
for such items indicate errors. 

100. Directions. — After you have checked your postings, prepare 
a trial balance, as explained in §§ 62 and 63, and submit your work 
for approval. Compare your work with the model ledger on pages 68 
and 69. 

Take another sheet of ledger paper and post your journal for the 
February transactions on page 63, giving each account one-fourth of a 
page. Check your postings, take a trial balance, and submit your work 
for approval. Your work for this exercise should be copied into your 
ledger and trial balance book. 

101. Errors in Trial Balances. — You Ivill probably make some errors 
in your work, but many of them can easily be found, if you go about 
your work systematically. The following suggestions will help you to 
find the errors in your trial balances : 

1. Verify the footings of the trial balance. If in adding a column 

the first time, you added from the top down, add from the 
bottom up the second time. 

2. Having found the exact amount of the difference between the 

footings of the trial balance, look in your journal for such an 
amount. If the credit footing is the larger, you may have 
omitted to post a debit item for the difference ; and if the debit 
footing is the larger, you may have omitted to post a credit 
item for the difference. 

3. Any item posted to the wrong side of the ledger will cause a 

difference of twice the amount of the item. If the difference 
i$ divisible by two, and the credit footing is the larger, look in 
your journal for a debit item for one-half the amount of the 
difference, and if you find such an item, see if it has been 
properly posted. If the debit footing is the larger, look in 
your journal for a credit item for one-half the amount of the 
difference. 
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4. If the diflference between the footings of your trial balance is 1^, 

10^, $1, $10, $100, etc., the error is probably in one of your 
additions, and may be in your trial balance or in one of the 
accounts in your ledger, or possibly in a book of original entry. 

5. If the dijBference is divisible by 9, your error may have been 

caused by such a transposition of figures as is described in 
§98. 

6. Verify the footings of the accounts in the ledger. Find the bal- 

ances again, and make sure that there has been no error in 
carrying these balances to the trial balance. 

7. If the error cannot be found by these methods, you must check 

your postings as explained in § 99. If the error is not found 
this time, you must check again until the error is found. 

102. Correcting Errors. — If the error is in your journal or any 
other book of original entry, do not erase it or scratch it out, but rule 
a line through the wrong entry or amount and place the right entry or 
amount above it (see illustration below). If an amount has been posted 
to the wrong place in your ledger, rule it out and make the entry in 
the proper place* If the wrong amount has been posted, rule it out 
and place the right amount above it. When a correction is made in 
this manner, it is self-explanatory. 
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103. Avoiding Errors. — The following suggestions will help you to 
avoid errors : 

1. Learn to do your work systematically. Follow a definite plan 

for each part of your work, — journalizing, posting, taking a 
trial balance, and closing accounts. 

2. Be certain of the accuracy of each computation and the correct- 

ness of each entry before making the entr}'. 

3. Be certain that each column in your journal and other books of 

original entry is footed correctly before beginning a new page. 
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By doing this you will be sure of equal debits and credits in 

these books. 
4. When an error has been made and discovered, correct it at once. 

If there is a wrong amount in a column that has been footed, 

correct the footings as well as the amount, or you may have 

trouble with it again. 
6. Never seek aid of a fellow-pupil. He may give you the correct 

entry, but he will not give you the explanation that will help you 

to avoid the same error in future. 
6. Take time to do good work. 



Questions. 

1. What is an account? 

2. How many accounts may be affected by a transaction ? Illustrate. 

3. If your books were necessary to prove an account in a court of law, which would 

be the more important, your journal or your ledger? Why? 

4. What are the errors one is most likely to make in posting? 

5. How may these errors be avoided ? 

6. Why should an error be canceled by ruling it out instead of erasing it? 

7. When should an error be con-ected? Why? 



EXERCISE IX. 
OLOSINa THE LEDGEB. 

104. The purpose of this exercise is to illustrate the method of clos- 
ing the accounts showing losses and gains, in order to transfer the net 
loss or gain to the proprietor's account. The gains belong to the pro- 
prietor, and when the gains exceed the losses, his capital in the busi- 
ness is increased by the amount of the net gain. On the other hand, 
losses reduce the amount of the proprietor's capital, and when the 
losses exceed the gains, his capital is decreased by the amount of the 
net loss. 

It is customary in business to close the various accounts showing 
losses and gains at least once a year, so that the proprietor's account 
may show whether his interest in the business has been increased or 
decreased by these losses and gains. 

105. There are certain preliminary steps before beginning to close 
the ledger: 

1. Take a trial balance. 

2. Take an. inventory. 

3. Prepare a statement of losses and gains. 

4. Prepare a statement of resources and liabilities. 
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The illustrations for this exercise are based on the model ledger on 
pages 68 and 69. You have already taken a trial balance for the Feb- 
ruary transactions, and you may now take an inventory for February, 
as directed in § 35. You have learned that the value of your mer- 
chandise is to be estimated at cost prices. The illustration on the pre- 
ceding page, which is based on the transactions of the model journal 
on pages 60 and 61, will serve as a model. 

106. Statement of Losses and Gains. — You may prepare a state- 
ment of the losses and gains shown by your ledger at the close of 
February. Your net gain should be $144.26. The following illustra- 
tion, which is based on the model ledger on pages 68 and 69, will serve 
as a model. If you have any difficulty in understanding this state- 
ment, read again §§ 36, 88, and 90. 
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• To be written in red ink. 

107. Statement of Resources and Liabilities. — You invested $ 1000, 
and, as the statement of losses and gains shows a net gain for February 
of $ 144.26, you should now be worth the sum of these two, or $ 1144.26. 
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You may prepare a statement to show whether or not you are worth 
this sum. The following illustration, which is based on the model 
ledger on pages 68 and 69, will serve as a model. 
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Proof, — Notice the manner of proving the above statement. The 
proprieter invested $ 1000, and the statement of losses and gains shows 
a net gain of $149.85, therefore he should now be worth $1149.85. If 
this sum did not agree with the difference between his resources and 
liabilities, it would indicate an error, which should be found at once. 

A Resource is any property belonging to the business or any debt 
owing to the business. 

A Liability is any debt which the business owes to any one else. 

The Present Worth of the business is the excess of the resources 
over the liabilities. When the liabilities exceed the resources, the 
business is insolvent, and the difference is called the net insolvency, 

108. The Balance Sheet. — The two statements which you have just 
prepared may be combined in the form of a balance sheet like the illus- 
tration shown on page 75, and you may prepare a similar balance sheet 
to show the condition of your business at the end of February. 

In this form of the balance sheet the names of the accounts are arranged 
at the left, as in the trial balance, and the first two columns show the debit 
and credit footings of the ledger. The ledger balances might have been 
used instead of the footings. The inventories are entered in red ink in 
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the resource column, because, unlike the other resources, they are not 
found by taking the differences between the debit and credit footings. 
Losses and resources are entered in the third and fifth columns, because 
they represent debit balances ; and gains and liabilities are entered in 
the fourth and sixth columns, because they represent credit balances. 
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* To be written in red ink. 

The proprietor's Net Credit is the difference between the two sides 
of his account. His Present Worth is found in two ways: first, by 
adding the net gain to his net credit; second, by subtracting the 
liabilities from the resources. 

The form of balance sheet shown above is one of several forms used 
by bookkeepers. It is especially adapted to the needs of a small busi- 
ness, for it gives very concisely all desired information. 

For illustrations of more complicated balance sheets, it is suggested 
that you obtain copies of the annual reports of railroad companies or 
of other large corporations, or consult the reports of national banks as 
published in the papers. Many business men prefer separate state- 
ments of losses and gains, and resources and liabilities, similar to those 
shown on pages 73 and 74. 
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109. Classes of Accounts. — Bookkeeping is largely a process of 
classification; when the transactions are first recorded, they are clas- 
sified into accounts; and later, when a statement is prepared, these 
accounts are classified into two groups, — one showing Resources and 
Liabilities, and the second showing Losses and Gains. The first group 
shows the condition of the business, and the second group the results of 
the business. 

110. Closing the Ledger. — The next step is to close the accounts 
showing losses and gains, in order to make the ledger show the net loss 
or gain and the Present Worth of the proprietor. This is done by first 
transferring the several losses and gains to a new account, called the 
loss and gain account, and then transferring the net loss, or net gain, 
to the proprietor's account. The accounts showing losses and gains 
should be closed in the order in which they occur in your ledger. 

You may use your copy of the model ledger and close the accounts 
in the manner explained in the following sections, and illustrated on 
pages 77 to 80. 

111. Closing Merchandise Account. — This was fully explained in 
§ 37; the several steps should always be taken in the following order : 

1. Enter the value of the goods on hand on the credit side in 

red ink, using for explanation, Jfvi^&ntavy, 

2. After the amount of the inventory has been added to the credit 

footing, enter the difference between the two sides on the 

smaller side in red ink, using for explanation, jCo^^ or ^cU/yi.^ 

as may be indicated by the account. 
8. Rule the account. 
4. At this point the debit and credit footings should be the same, 

and you may enter the footings in black ink between the 

rulings. 
6. Bring down the Inventory below the rulings on the debit side 

in black ink. This entry should have the date of the next 

business day. 

6. Carry the Loss or Gain to the opposite of the loss and gain ac- 

count in black ink, using for explanation, llU-LcluiyuiUe^. 

7. Each entry that you make in closing an account should include 

the date of the entry. 
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The following illustration shows the entries required to close this 



account. 
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The next step is the transfer of this gain to the opposite side of 
the loss and gain account in black ink, and the following illustration 
shows the loss and gain account after this transfer has been made. 
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You will note that the entry in red ink on the credit side of mer- 
chandise account for the inventory, $ 336. 26, is balanced by a similar 
entry in black ink on the debit side of the same account and below the 
rulings ; also that the closing entry in red ink on the debit side of mer- 
chandise account for the gain, $165.22, is balanced by a similar entry 
in black ink on the credit side of loss and gain account ; therefore the 
equality of debits and credits in your ledger is maintained. 

The closing entry in merchandise account shows the date and the 
page of the ledger on which the loss and gain account is to be found, 
and the entry in the loss and gain account shows the date and the page 
on which the merchandise account is to be found. 

112. Closing Expense Account. — The necessary steps in closing this 
account are the same as those in closing the merchandise account. 
The following illustration shows the account properly closed. 
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* To be written in red ink. 

The next step is the transfer of this loss to the opposite side of 
the loss and gain account in black ink, and the following illustration 
shows the loss and gain account after this transfer has been made. 
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113. Closing Interest and Discount Account. — Under some circum- 
stances there would be an inventory for this account, but at this time 
the only entry to be made in closing the account is the one for 
the difference between the two sides, which in this case shows a loss. 
The closing entry is to be made on the smaller side of the account 
in red ink. The following illustration shows the account properly 
closefl. 
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• To be written in red ink. 

The next step is the transfer of this loss to the opposite side of 
the loss and gain account, in black ink, and the following illus- 
tration shows the loss and gain account after this transfer has been 
made. 
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114. Closing other Accounts, showing Losses and Gains. — Any ac- 
count for which there is an inventory will be closed in the same manner 
as the expense and merchandise accounts. In closing an account for 
which there is no inventory the method will be the same, except that, 
as there is no inventory, the only entry to be made in the account will 
be the entry for the loss or gain. 

115. Closing Loss and Gain Account. — In the process of closing the 
accounts showing losses and gains, we have merely transferred the gain 
from the credit side of merchandise account to the same side of the 
loss and gain account, and the losses from the debit side of expense 
and interest accounts to the same side of the loss and gain account ; 
therefore, since the credit side of the loss and gain account is the 
larger, the difference between the two sides shows a Net Gain. 

After all the losses and gains have been carried to the loss and gain 
account, this account is closed by entering on the smaller side in red 
ink the date and the difference between the two sides, using for explana- 
tion, cAet jCo^^ or cAet ^oLw, as the case may be, and ruling and 
footing the account. Before making this closing entry make sure that 
the Net Loss or Net Gain agrees with the result shown by your state- 
ment of losses and gains. Since the Net Gain is to be carried to the 
proprietor's account, the page of the ledger on which his account stands 
is entered in the page column of the loss and gain account. The fol- 
lowing illustration shows this account properly closed. 
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♦To be written in red Ink. 
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The next step is to transfer the Net Gain to the opposite side of 
the proprietor's account in black ink, and the following illustration 
shows his account after this transfer has been made. 




116. Closing the Proprietor's Account. — The final step in the pro- 
cess of closing the ledger is the closing of this account, in order that 
it may show the change in the capital of the proprietor, resulting from 
the losses and gains of the business. This account is closed by writing 
on the smaller side in red ink the date and the difference between the 
two sides, using for explanation, ^^ve^a^e/nt H>a\tA. Before making this 
closing entry make sure that the Present Worth agrees with the result 
shown by your statement of resources and liabilities. The account is 
then ruled and footed, and the Present Worth is brought down below 
the rulings on the opposite side in black ink, using the date of the 
next business day. The following illustration shows the entries 
required to close this account. 




• To be written in red ink. 

117. Summary. — Your ledger should never be closed until after 
you have prepared a statement of the losses and gains, and then the 
accounts should be closed in the order indicated in this exercise. 

Pupils sometimes make the mistake of assuming that the net loss 
or net gain is carried directly to the proprietor's account from the 
statement of losses and gains. On the contrary, the various losses and 
gains are first assembled in the loss and gain account, and then the net 
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loss or net gain is carried from this account to the proprietor's account, 
so that his account is the last one to be closed instead of the first. 

Personal accounts may be closed whenever they balance. 

Remember that in closing your ledger each entry that you make 
on one side of your ledger must be balanced by a corresponding entry 
on the other side, so that the equality of debits and credits is not dis- 
turbed. The closing entry in an account is always made on the smaller 
side, and the amount is always the difference between the two sides, 
so that after this entry has been made the account will balance. Each 
closing entry should include the date. 

118. Transferring an Account. — Sometimes it becomes necessary 
to transfer an account to a new page or a new ledger. If the account 
to be transferred is Cash, Bills Receivable,' Bills Payable, or a personal 
account, the account may be closed by writing on the smaller side in 
red ink the date, the word, ^(yiA4/-a%d, the difference between the two 
sides, and the page of the new account, and ruling and footing the 
account. The following illustration shows a portion of an account 
after it has been closed for this purpose. 
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* To be written in red ink. 



On the opposite side of the new account should be written in black 
ink the date, the word, S<yiw^\Ai, the page of the old account, and the 
amount of the balance. See illustration below. 
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If the account to be transferred is Merchandise, Real Estate, or 
any similar account, the debit and credit footings of the account should 
be carried forward instead of the balance. The account should be 
ruled and footed at the bottom of the page, and opposite each footing 
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should be written the date, the word, ^o^vuM,^d^ and the page of the 

new account. Each footing should then be carried to the same side 

of the new account, and in entering it you should write the date, the 

word, <^ov^iMAyd, and the page of the old account. When this is done 

with merchandise account, for illustration, the account will show at 

the end of the year the whole amount of the purchases and sales for 

the year. 

If you followed the directions in § 100, you will find that some of your February 
accounts have not sufficient space for the other work that is to be posted to them. This 
will afford practice in transferring accounts. 

119. Red Ink Entries. — Closing entries are usually made in red 
ink, in order to distinguish them from the other entries in the ledger. 
The red ink also indicates that the entry is to be transferred, either 
to another account, or below the rulings in the same account. When 
the transfer is made, the second entry should be made in black ink. 
A red ink entry never indicates an actual transaction. 

120. Directions. — Assuming that you have closed your copy of the 
model ledger, you may now close the loss and gain accounts in your 
ledger for February. Remember that the individual losses and gains 
and the net gain should agree with your statement of losses and gains. 
After you have closed the ledger, take a new trial balance to prove 
that your ledger has not been put out of balance by these closing 
entries. All of your work should now be submitted to your teacher 
for approval. 

Remember that the most rapid progress will be made and the best 
results attained only when you do your best work at all times. Do 
not hesitate to ask questions of your teacher. Do not pass any point 
that you do not fully understand. 

121. Directions. — The following transactions are a continuation 
of those used for Exercise VII, and you may enter them in your 
journal. Before making an entry for any of them, it will be well 
to study the entry for a similar transaction in the model journal on 
pages 60 and 61. 

Transactions. 

March 1. You will make an additional investment of $500 in cash. 

Pay Brown & Co. for office furniture, per bill of this date, $ 67.26. 
This should be debited to Furniture and Fixtures (§81). 
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March 2, Sell William Brown on his note at 20 days with interest, 200 
bu. wheat @ 70^. 

4. Buy of John H. Scott for cash less 2 %, 500 bu. oats @ 19< 

The entiy for this transaction will be for the net amount after deducting 
the allowance of 2% for cash. 

6. Sell Robert E. Lane on account at 10 days, 100 bu. corn @ 49^, 

and 100 bu. oats @ 25^. 
6. Buy of Charles W. Williams on account at 16 days, 600 bu. wheat 

5. Sell William Brown for cash less 1 %, 100 bu. com @ 49^, 100 

bu. wheat @ 72^, and 100 bu. oats @ 25^. 
9. Receive from John H. Scott cash, in full of account. 

The explanation for this transaction should read, ofru licllotaeeowyvC* 

11, Buy of H. B. Cole on a note at 30 days, 600 bu. corn @ 39^^. 

12, The proprietor withdraws cash for personal use, $ 25. 

13, Sell John H. Scott on account, 200 bu. wheat @ 72^. 

15, Receive cash from Robert E. Lane for his bill of the 6th' inst. 

16. Buy of Henry Richards on account, 600 bu. wheat @ 61^^. 

18, Prepay your note of the 11th inst., less the discount to maturity. 

19. Sell Henry Johnson on his note at 30 days, 400 bu. wheat @ 73^. 

21, Pay Charles W. Williams cash, in full of account. 

22. Pay your note of February 20. 

Receive cash from William Brown for his note of the 2d inst. 
2S, The proprietor takes from the store for private use, 10 bu. com 
and 10 bu. oats. 

25, Sell Robert E. Lane on account at 30 days, 200 bu. oats @ 24 ;^, 

and 200 bu. corn @ 50/^. 

26. Receive from John H. Scott a note at 30 days with interest, in 

full of account. 

28, Receive cash from Henry Johnson for his note of the 19th inst., 

less the discount to maturity. 

29, All of your grain has been damaged by a heavy rain, and you have 

sold it to William C. Baker; 390 bu. corn @ 21^, 300 bu. wheat 
@ 25^, and 90 bu. oats @ 9^. Mr. Baker has given you 
in payment a note in his favor, made by A. C. Carpenter, 
dated to-day at two months, for $100, and cash for the 
balance. 

50, Pay A. B. Clark's bill for clerical assistance, $6.60. 

51, Pay William F. Rice $ 100 for rent of store for three months to 

date. 
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122. Directions. — After your journal has been approved by your 
teacher you may post, using the February accounts. Give one-fourth 
of a page to each new account. After you have finished posting, check 
your postings, take a trial balance, prepare statements of losses and 
gains and of resources and liabilities, and prepare a balance sheet and 
submit it to your teacher for approval. Your only inventory is the 
office furniture, valued at cost less 5 % for depreciation. Your pres- 
ent worth should be $1475.29. 

Next, close your ledger, take a second trial balance to prove that 
your ledger has not been put out of balance in the process of closing, 
and have your books approved. 

123. You may continue the work of this exercise by entering the 
following transactions in your journal. 

Transactions. 

April 1. Give Henry Eichards a note at 20 days with interest, in full of 
account. 
2. Buy of John H. Scott for cash less 2 %, 600 bu. oats @ 19 i, and 
600 bu. barley @ 39^ i. 
Buy of A. C. Dale on account at 30 days, 600 bu. wheat @ 62^^, 
and 600 bu. com @ 41 i, 
S, Sell Henry Johnson on his note at 30 days, 300 bu. wheat @ 76 ^, 
and 200 bu. barley @ 49^ ^. 

5. Discount Henry Johnson's note of the 3d inst. at the First 

National Bank and receive cash for the proceeds (§ 84). 

6, Sell William Brown for cash less 1 %, 100 bu. oats @ 26^, and 

160 bu. corn @ 50 ^. 

7. Sell Robert E. Lane on account at 10 days, 260 bu. com @ 60 ^, 

100 bu. oats @ 25 ^, and 200 bu. barley @ 49 ^. 

8, Receive from Robert E. Lane $ 100, to apply on account. 

10, Buy of Charles W. Richards on account, 500 bu. wheat @ 63 ^. 

11, The proprietor makes an additional investment of $600 in cash. 

12, Buy of Albert Williams on a note at 30 days, 600 bu. com @ 41^^, 

and 600 bu. barley @ 41^. 

13, Give Charles W. Richards a note at 30 days with interest for 

$ 200 and cash to balance account. 
Discount at the First National Bank A. C. Carpenter's note of 
. March 29 and receive cash for the proceeds. 
i4. Prepay your note of the 12th inst., less the discount to maturity. 
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Api-il 16, The proprietor takes from the store for private use, 10 bu. corn 
and 10 bu. oats. 

17. Beceive from Bobert E. Lane a note at 30 days with interest for 

$ 100 and cash to pay the invoice of the 7th inst. 

18, Pay bill of Mary Clark for stenographic services, $ 3.75. 

20, Sell John H. Scott on account, 200 bu. wheat @ 75^. 

21, Pay your note of the Ist inst. 

22, Sell William Brown for cash less 1%, 100 bu. corn @ 49^, 100 

bu. oats @ 25^, and 100 bu. barley @ 48^^. 

The gross amount of this sale is $122.50. One per cent of this sum is 
$1,225, which you will call $1.23, leaving the net amount of the sale, $121.27. 
In any computation in which the exact result shows fiye or more mills, this 
fraction of a cent is treated as a whole cent. 
For illustration : 

7 bu. barley @ 42}^ = $2.09, not $2.99} 

9 bu. oats @23J^= 2.12, not 2.1 1^ 

7 bu. com @ 441^ = 3.12, not S.llj 

Total = $8.23, not $8.22^ 

2S, Sell Robert E. Lane on account at 10 days, 200 bu. com @ 48 f, 
200 bu. barley @ 49^, and 190 bu. oats @ 24 ^. 

25, Receive from John H. Scott cash for his note of March 26. 

26, Receive from Robert E. Lane cash for the balance due on his 

invoice of March 25. 

27, Buy of John H. Scott on account, 500 bu. oats @ 20^. 

28, Pay bill of A. B. Clark for clerical assistance, $ 7.75. 

29, Sell James Gould & Co., 200 bu. corn @ 48^, 250 bu. oats @ 24^, 

and 250 bu. barley (aj 50^. Receive in payment cash for 
one half the invoice and a note at 30 days for the balance. 

You may now post, check your postings, take a trial balance, pre- 
pare statements of losses and gains and of resources and liabilities, pre- 
pare a balance sheet, close your ledger, and take a second trial balance 
after closing your ledger. Your books should show a present worth of 
$ 2214. 33. The following is the 

Inventory, April 30. 
Merchandise : 

90 bu. corn, 250 bu. oats, 

500 bu. wheat, 60 bu. barley. 

Office Furniture at cost, less 10 % for depreciation. 

Note. — If any pupil has had serious difficulty with the work of this exercise, it would 
be well to have him journalize, post, prepare statements, and close the ledger for one or 
more of the series of transactions used for the previous exercises. 
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Questions. 

1. What is the purpose of closing the ledger? 

2. Name five different results that accounts may show and give one illustration 

of each. 

3. Why is the closing entry made on the smaller side of the account? 

4. What is the significance of a red ink entry? 

5. In what order should the accounts in your ledger be closed ? 

6. Compare the closing of merchandise account with the closing of cash account. 

7. When and how do you close bills receivable and bills payable accounts? 

8. Why is the ledger not put out of balance by the entries made in closing 

accounts ? 

9. What is the balance of an account ? 

10. What is meant by the statement that an account balances? 

11. What items appear on the debit side of the loss and gain account ? 

Practice in the Preparation of Statements. 

The trial balances that follow are for additional practice in the prepa- 
ration of balance sheets, and of statements of resources and liabilities and of 
losses and gains. While it may seem unnecessary to prepare a balance sheet 
in addition to the two statements, it will be found that this additional drill 
will help to fix the ability to analyze accounts. 



Trial Balance, June 30, 1908. 







James M. Manning, Proprietor, 






6000 








Cash, 


8179 


53 


6328 


66 






Merchandise, 


9176 


32 


6146 


98 






Expense, 


79 


87 


146 






OflSce Furniture, 


64 


76 


1 






Interest and Discount, 


1 


43 


189 






Walter B. Eaton, 


4167 


43 


6449184 






Eastern Manufacturing Co., 


1678 


96 


219821 






Herman C. Cornell, 


987 


45 


678'26 






Caton & Lewis, 


2354 


87 


1876 


43 




26680 


60 


26680 


60 



Inventories : 

Merchandise, $ 3876.95 

Office Furniture at cost, $54.75, less 5% for depreciation. 
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2. 



Trial Balance, Dec. 31, 1908. 







James M. Maiming, Proprietor, 


43'52 


10765 


91 






Cash, 


11976145 


10858 


60 






Merchandise, 


13879'46 


11230 


43 






Expense, 


123'25 










Salaries, 


200 










OflSce Furniture, 


15201 










Real Estate, 


4000 










Pennsylvania R. R. Stock, 


1125 


1298 


75 






N. Y. C. & H. R. R. R. Stock, 


1475'75 


1451 


26 






Illinois Central R. R. Stock, 


1452150 










Loss and Gain, 


150 












Interest and Discount, 


3|46 


23 


62 






Walter H. Eaton, 


3421 




4325 


98 






Fred B. Williams, 






150 








Murray & Smith, 


1049|l0 


1916 


20 






Davis & Co., 






200 








Andrews & Bros., 


600 




750 


77 






Perkins Manufacturing Co., 


2621^50 


3067 


68 






Caton & Lewis, 


354287 


3000 








William H. Jackson, 


987 54 










Howard Manufacturing Co., 


4432:87 


2246 


76 






Parker, Dodge & Co., 


423532 


3587 


60 






Bills Receivable, 


241950 


1125 


14 






Bills Payable, 


500' 


2000 








William Brown,* 


•**•* 


«•* 


** 




***** 


** 


•••*• 


** 



Inventories : 

Merchandise, $4749.16 

Keal Estate at cost, $4000.00 

Office Furniture at cost, $154.75, less 5% for depreciation 

Interest accrued and unpaid on the notes of others, $ 5.45 

10 shares Illinois Central K. K. Stock at 147|. 



*In the proper column opposite William Brown's name insert an amount which will make 
the trial balance balance. 
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On the first of January, 1909, James M. Manning took Henry L. Wallace 
' into partnership with him. Mr. Manning withdrew all of his interest in the 
business above $ 10,000, and Henry L. Wallace invested $ 5000. It was 
agreed that each partner should draw $ 50 a month to be charged to salaries 
account, and that the net profit or loss should be shared in proportion to the 
investment of each, Mr. Manning two-thirds and Mr. Wallace one-third. 
See illustrations of statements on the two following pages. 

Trial Balance, June 30, 1909. 







James M. Manning, Proprietor, 


2888 


10 


12888 


10 






Henry L. Wallace, Proprietor, 






5000 








Cash, 


13718 


74 


8484 


17 






Merchandise, 


19043 


24 


18976 


76 






Beal Estate, 


4000 












Office Furniture, 


147 


01 










Horse and Wagon, 


400 












Expense, 


233 


75 










Interest and Discount, 


19 


87 


16 


45 






Salaries, 


600 












Taxes, 


46 


75 










Eastern Manufacturing Co., 


2743 


21 


3146 


97 






H. W. Turner, 






4076 


23 






Perkins Manufacturing Co., 


3867 


43 


6423 


91 






Bills Payable, 






800 








Bills Receivable, 


2364 


09 


1000 








Herman C. Cornell, 


897 


60 










William H. Jackson, 


1648 


07 


1143 


25 






Howard Manufacturing Co., 


9867 


05 


6435 


20 






A. C. Driscoll, 


183 


20 










Cooper, Anderson & Co., 


4709 


42 


2876 


50 






Howard C. James 


2000 










69266 


53 


69266 


63 



Inventories : 

Merchandise, $ 3978.80 

Real Estate at cost, $ 4000.00 

Horse and Wagon at cost, $ 400.00 

Office Furniture at cost, $ 154.75, less 10% for depreciation 

Interest accrued and unpaid on the notes of others, $ 2.50 

Unpaid rent of store for June, $30.00. 
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The following illustrations are modifications of the forms of state- 
ments that you have used heretofore ; they also show the manner of 
closing such statements when there are two or more partners : 



Statement of Losses and Gains, June 30, 1909. 



Oaina. 

Merchandise : 

Sales, 2453.98 

Purchases, 2978.60 

Inventory, 1045.81 

Cost of goods sold, 1932.79 

Gain, 

Eeal Estate: 
Present value, 7500.00 

Cost, 7375.00 

Gain, 

Interest : 
Received from others, 14.54 

Paid to others, 9.45 

Gain, 

Losses. 

Salaries, 

Expenses, 

Horses and wagons: 
Cost, 800.00 

Present value, 750.00 

Depreciation, 

Insurance: 

Premiums paid, 250.00 

Unearned premiums, 175.00 

Loss, 

Office Furniture: 
Cost, 187.50 

Present value, 178.75 

Depreciation, 

♦ Henry C. Brown, ^ net gain, 

♦ Charles W. Carter, ^ net gain, 



Losses. 



100 
43 



50 



75 



8 
187 
187 



651 



25 



75 
14 
14 



28 



Gains. 



521 



125 



09 



651 



19 



28 



* To be written in red ink. 
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Statement of Assets and Liabilities, June 30, 1909. 











AgRBTS. 


LiABa.ini«. 






Assets, 
Cash, on hand. 










398 


57 










Merchandise, per inventory, 




1045 


81 










Office Furniture, per inventory, 




178 


76 










Accounts Receivable, per ledger : 
















Murray & Smith, 


600.00 














Davis & Co., 


29.60 














W. C. Andrews, 


121.60 














Henry C. Lewis, 


60.00 














James M. Perkins, 


684.60 














W. B. Ellsworth, 


217.95 














Harris & Bro., 


846.73 


2450 


18 










Bills Receivable, per bill book : 
















Murray & Smith, 


500.00 














A. C. Taylor, 


200.00 














W. A. Dakin, 


71.50 














Henry Adams, 


74.81 














D. W. Thompson, 


169.78 


1006 


09 










Liabilities, 
















Accounts Payable, per ledger : 
















The Evans Co., 


678.95 














Arthur Ensign, 


256.13 














Sturtevant & Co., 


279.10 














Merrick & Brown, 


216.26 














L. S. Wilson, 


277.16 






1707 


58 






Bills Payable, per bill book : 
















Jas. C. Collins, 


297.64 














Curtis & Baker, 


221.50 














Wm. C. Jones, 


478.50 






997 


54 






Henry C. Brown, invested. 


1000.00 














ditto ^ net gain, 


187.14 












1 ditto * present worth 


f 






1187 14 


! 
1 


Chas. W. Carter, invested. 


1000.00 










1 
i 


ditto ^ net gain. 


187.14 












1 ditto * present worth, 








1187 


14 








6079 


40 


6079|40 



*To be writteu in red ink. 
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Trial Balance, Dec. 31, 1909. 



James M. Manning, Proprietor, 






12014 


43 


Henry L. Wallace, Proprietor, 






6007 


22 


Cash, 


49854 


43 


46789 


54 


Merchandise, 


16130 


72 


11976 


75 


Real Estate, 


7500 




4660 




Office Furniture, 


284 


27 


15 




Horse and Wagon, 


400 








Interest and Discount, 


274 


49 


98 


25 


Salaries, 


600 








Loss and Gain, 


149 


50 






Boston & Albany E. R. Stock, 


11750 


26 


11993 


75 


Union Pacific R. R. Stock, 


10225 








Eastern Manufacturing Co., 


2354 


67 


4438 


90 


Walter B. Eaton, 


1000 




1986 


40 


Perkins Manufacturing Co., 


453 


87 


854 


32 


H. W. Turner, 


3532 


67 


6789 


81 


Bills Payable, 


3000 




10000 




BUls Receivable, 


1245 


76 


1186 


50 


Herman C. Cornell, 


598 


74 


237 


50 


Caton & Lewis, 


1245 89 


978 


61 


Parker, Dodge & Co., 


2643 86 






Howard Manufacturing Co., 


7864 50 


4153 


78 


Cooper, Anderson & Co., 


1253 86 


786 


51 


The Williams Corporation, 


176875 






James C. Cooley, 


49638 


142 


05 


The John W. Wood Co., 


4325 


89 


2854 


16 




127853 


48 


127863 


48 



Inventories : 

Merchandise, $5178.69 

Real Estate at cost, $3000.00 

100 shares Union Pacific R. R. Stock at market value, 81^ 

Office Furniture : 
Typewriter at cost, $ 100, less 10 % for depreciation 
Safe at cost, $ 100, less 5 % for depreciation 
Desk at cost, $ 45, less 6 % for depreciation 
Chairs at cost, $ 25, less 10 % for depreciation 
Horse and Wagon at cost, $400, less 10% for depreciation. 



EXERCISE X. 



TEE 0A8H AVD SALES BOOKS. 



134. The purpose of this exercise is to teach the use of the cash 
and sales books. We have seen that transactions are classified by dis- 
tributing them to various accounts ; this classification may be carried 
still further by recording similar transactions in separate books and 
posting the totals to the proper accounts. The use of such books 
saves both time and labor for the bookkeeper. Two books used for 
this purpose are the cash book and sales book, and when these books 
are used for original entries, all cash transactions are recorded in the 
cash book, and all sales of merchandise are entered in the sales book, 
except that miscellaneous sales for cash are usually entered only in 
the cash book. The other transactions will be entered in the journal 
as before. 



125. The Model Cash Book, shown herewith, is like the one studied 
in Exercise I ; it contains a record of the cash items in the model 
journal on page 60. You should make a careful study of each entry in 
this cash book. 
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Pupils sometimes make the mistake of entering as one item the money 
received or paid for a note and interest. Remember that the interest 
is a distinct item and requires a separate entry, as illustrated in the 
transaction of January 22. There is also a possibility of trouble in 
making the entry for the payment of a note less discount, as was done 
January 17. In this transaction H. B. Moulton says in effect that, if 
you will pay your note 22 days before it is due, he will pay you the 
discount, 77 cents, for the use of your money 22 days. Therefore 
you make an entry on the credit side of the cash book for $210, the 
face of the note that you pay, and an entry on the debit side of the 
cash book for 77 cents, the amount of the discount that is allowed 
to you. 

126. The Model Sales Book, on page 95, contains a record of the sales 
of merchandise in the model journal on page 60. Each entry in a sales 
book should show: the name of the purchaser; the terms of sale; the 
items sold, with the price and value of each; and the amount of the 
bill. In fact, the record in the sales book should be a copy of the bill 
given to the purchaser. Make a careful study of each entry in this 
sales book. 

The transaction of the 11th inst., a sale of merchandise for cash, re- 
quires an entry in two books ; the entry in the sales book debits Hen- 
derson & Co., and the entry in the cash book credits them for the 
money received. This transaction miglit have been entered in the 
cash book as a cash sale, but when a cash sale is made to a regu- 
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lar customer, it is better to record the transaction in this way and post 
it to his account, for then his account will show all of your dealings 
with him. 

The transaction of the 12th inst., a sale of merchandise for a note, 
requires an entry in the journal in addition to the sales book entry; 
the entry in the sales book debits A. J. Barnes, and the entry in the 
journal credits him for the note received. The reasons for making 
entries in these two books are the same as those for recording the cash 
sale in two books. The following illustration shows the form of the 
necessary journal entry. 






/z 
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A purchase of merchandise for cash would require an entry in the 
cash book and another in the journal. The following illustration 
shows the form of the journal entry for such a transaction. 
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The transactions of January 9 and 20 do not affect either the cash 
book or the sales book, therefore they must be entered in the journal 
as before. 



127. Directions. — Copy the model cash book and sales book into 
your blank books, make the necessary journal entries for the remaining 
transactions of the model journal, and submit your work to your teacher 
for approval. 

In the work of this exercise you will use the cash book, sales book, 
and journal as principal books, and, in order to show that the final 
results will be the same no matter what method of bookkeeping is 
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followed, you will use the transactions for February, March, and April 
that you have already recorded in your journal. 

You may now record the February transactions on page 63. These 
transactions are so simple that you should be able to enter them in 
your books without first doing the work on loose sheets. 

128. Posting from the Cash Book. — When the cash book is used as 
a book of original entry, no cash account need be kept in the ledger, 
but at the time of taking a trial balance the cash on hand should be 
carried direct from the cash book to the trial balance. 

Pupils are sometimes confused in posting from the cash book, and 
post the items on the debit side to the debit side of the ledger, and 
the items on the credit side to the credit side of the ledger. The cash 
book is really the cash account of your ledger, and, according to the 
principles of double entry bookkeeping, each entry on the debit side 
of the cash account must be balanced by a corresponding entry on the 
credit side of some other account. 

Each entry in the cash book indicates some other account to which 
the transaction must be posted, and when the entry has been posted, 
the page of the ledger should be written in the column marked " L. F." 
The account to which the entry is posted should show the page of 
the cash book, and in the explanatory column you may write the 
initials, &> R<, to show that the entry was posted from the cash book. 

129. Posting from the Sales Book. — The second column in the sales 
book should be footed accurately, and this footing should be carried to 
the credit side of the merchandise account, writing for explanation the 
word, ^ate^» In the sales book on tlie same line with this footing 
write, ??l&v€Aa^t^^ €vect\X, and in the column marked "L. F." write 
the page of the ledger on which the merchandise account appears. 

Each entry in the sales book must be posted to the debit side of the 
purchaser's account, and in the column marked "L. F." should be writ- 
ten the page of the ledger on which his account appears. The account 
to which an entry is posted from the sales book should show the page 
of the sales book, and in the explanatory column you may write the 
initials, c/. fS. 

130. Directions, -r- Take a sheet of ledger paper and post the Janu- 
ary transactions from your cash book, sales book, and journal. In 
posting purchases and sales which have been bought or sold on agreed 
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terms of credit, the terras should be indicated in the ledger. Each 
journal entry will be posted as before, and in the explanatory column 
of the account you may write the initial, ^. Remember to post all the 
debits first and then the credits. Take care to post the transactions 
in the order of their dates. After you have finished the posting and 
checked your postings, you may take a trial balance which should agree 
with your other trial balance for the same transactions. 

You may next post the February transactions from your cash book, 
sales book, and journal, check your postings, take a trial balance, and 
.submit your work for approval. For the work of this exercise you may 
use a continuing trial balance, like the one described in the next section. 

The transactions for March and April are to be recorded in the 
same books, and a trial balance is to be taken at the end of each month ; 
but a balance sheet will not be prepared, nor will the ledger be closed 
till the end of April. 

131. A Continuing Trial Balance. — When a bookkeeper has many 
accounts in his ledger, it requires a good deal of work to rewrite the 
names of the accounts each time a trial balance is taken, but by using 
a continuing trial balance he adds only the names of the new accounts. 
The following illustration explains itself. 

Continuing Trial Balance. 



William D. Baker, 
Cash, 

Merchandise, 
Expense, 
Bills Receivable, 
Bills Payable, 
Brown & Co., 
James Smith, 
Interest and Discount, 
H. J. Howland, 
S. J. Donnelly, 
M. A. Hudson, 



Jan. 31, 1908. 



449 

1176 

24 

650 

100 

1 



35 
45 
75 



24 



240179S401 



1000 
901 

200 
300 



11 



68 



Feb. 29, 1908. 



571 

P560 

39 

650 



12 
465 

98 



94397 



2000 
1893 



375 
4 

123 



2914397 



63 



Mab. 31, 1908. 
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132. Directions. — After you have finished the work assigned, in 
eluding the trial balance for April, prepare a balance sheet and close 
your ledger. This balance sheet will not be exactly like the one that 
you prepared at the close of Exercise VIII, but the present worth will 
be just the same. 

Note. — If any papil has bad aerions difficalty with the work of this exercise, it 
would be well to have him do additional work of the same kind, using one or more of the 
series of transactions used for previous exercises. 



Questions. 

1. What are the reasons for using a cash book? 

2. Why is an entry on the debit side of the cash book posted to the credit side of the 

ledger ? 

3. What are the reasons for using a sales book ? 

4. Since each entry in the sales book is posted to only one account, how is the 

equality of debits and credits maintained in the ledger? 

5. You may answer the following questions about the balance sheet that you have 

just prepared : 
(a) Why Ls it that the present worth shown by this balance sheet is the same as that 

shown by your first balance sheet for April, when the method of recording 

the transactions has been so different ? 
(6) How can the present worth for April be the same, when so many of the 

items in the balance sheet are different ? 
(c) Since the present worth is the same, why is not the net gain also the same as 

on your first balance sheet for April ? 



EXERCISE XL 
EEVIEW. 

133. The purpose of Part I is to teach the uses of accounts. Each 
entry that is made in any book of original entry is made with reference 
to its final transfer to some account in the ledger. If you have 
formed the habit of looking beyond the journal entry to the accounts 
affected by the transaction, and if, instead of relying upon abstract 
rules which are easily forgotten, you have mastered the purpose of each 
account, you are not likely to make many mistakes in journalizing 
ordinary business transactions. 

There is an endless variety of books in use in business, for an intel- 
ligent bookkeeper will adapt his set of books to the particular business 
for which he is keeping the records ; but the fundamental |)urpose of 
each account is practically the same, whether it is used in a small 
grocery store or in the oflBce of the largest corporation. 

134. The Work of a Bookkeeper is to keep a full, accurate, and sys- 
tematic record of business transactions. The original entry for a trans- 
action should be made at once before there is any possibility of 
forgetting any of the details. Posting may be done at any time, when 
there is leisure from more pressing duties. A trial balance should 
be taken once a month, in order to test the accuracy of the work. A 
balance sheet need not be prepared, except when it is desired to close 
the ledger. The ledger is closed only in order to transfer the losses 
and gains to the proprietor's account, usually once or twice a year, 
though many corporations close the ledger once a quarter. 

135. Rules for Debiting and Crediting Accounts: 

1. Debit Cash when any item of cash is received. Credit Cash 

when any item of cash is paid out. 

2. Debit Merchandise for the cost of goods bought for the pur- 

pose of selling them at a profit. Credit Merchandise for the 
sums for which these goods are sold. 
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3. Debit the appropriate account for the value of any propert\- 

that comes into your possession, and also for any subsequent 
expenditures on account of this property. Credit the same 
account when any of this property is disposed of, and for 
any returns from the property. 

4. Debit Expense, Office Furniture, etc., for their cost. Credit 

the proper account for any returns. 

5. Debit Interest, Discount, Commission, or any similar account 

for what it costs the business. Credit the proper account 
when any of these items is paid or allowed to the business. 

6. Debit a person when he receives something of value from you 

on account. Credit a person when something of value is 
received from him on account. 

7. Credit Bills Payable for the face of each of your written prom- 

ises to pay money to others when it is issued. Debit Bills 
Payable for the face of each of these written promises to pay 
when it is paid. 

8. Debit Bills Receivable for the face of each of the written 

promises of other people to pay money when it comes into 
your possession. Credit Bills Receivable for the face of 
each of these written promises to pay when it is paid or 
otherwise disposed of. 

9. Credit the Proprietor for all investments and for the net gain 

shown by the loss and gain account. Debit the Proprietor 
for his withdrawals and for the net loss shown by the loss 
and gain account. 

10. Debit loss and gain account for all losses, and credit loss and gain 

for all gains that are not shown in other accounts. 

11. General Rule. Debit the account that costs value or that takes 

value from the business. Credit the account that produces 
value or that brings value to the business. 

136. Some Little Things easily Forgotten: 

1. In each of your books the date column should always show the 

year in which you are doing the work. 

2. In footing the accounts in your ledger, use a hard pencil with 

a sharp point, and place the figures close to the line on which 
the last item was written. Do not erase these footings. 

3. Poor rulings detract greatly from the neatness of a set of 

books. Perhaps you had better study § 17 again. 
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5. 



8. 

9. 

10. 



11. 



In closing an account, the rulings on the two sides should 
be on the same lines. 

In closing your ledger, the proprietor's account should always 
be closed last. 

Each entry in your ledger should show the page of the book 
from which it was posted, and each entry in your journal, 
cash book, or sales book should show the page of the ledger 
to which it was posted. 

Addition is simple, and perhaps this is the reason why so many 
of the difficulties of pupils are due to errors in addition. 

If you would avoid errors, think before making an entry. 

Do not hesitate to ask for explanations of difficult points. 

Your ledger should always be in balance. While it is custom- 
ary to take a trial balance only at the end of a month, one 
may be taken on any day during the month. 

A balance sheet or statement of your business may be prepared 
at any time; it is not necessary to wait till the end of a month 
or until some particular account has been settled. 



137. Test Exercises : 

No. I. Take a sheet of paper with only the faint bhie lines and make the 
necessary rulings for two ledger pages. On this sheet you may 
open the following accounts, using the items given below: 





Your Name 


, as proprietor. 




July 21 


$14.60 


July 1 


$1000.00 


23 


25.00 








Merchandise. 




July 2 


$249.60 


July 6 


$116.46 


12 


368.20 


8 


99.75 


15 


279.18 


, 17 


216.50 






21 


14.50 






27 


130.25 




Ca 


lSH. 




July 1 


$1000.00 


July 2 


$249.50 


8 


99.75 


10 


1.64 


14 


115.46 


12 


368.20 


27 


130.25 


19 


4.00 






23 


25.00 






30 


179.18 
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July 10 
19 


$1.64 1 
4.00 1 




James Williams. 


July 5 
17 


$116.45 July 14 
216.50 



$115.45 



Henry C. Bbown & Co. 
July 30 I $179.18 fl July 15 | $279.18 

There is a merchandise inventory of $114.50 and an expense inven- 
tory of $2.50. After you have copied these accounts, take a sheet of 
paper with only the faint blue lines and rule and prepare a balance 
sheet, close the ledger, and hand your papers to your teacher. 

No. a. Prepare a statement of losses and gains, a statement of resources 
and liabilities, and a balance sheet from the following : 

Trial Balance, Dec. 31, 1907. 





1 


Jas. F. Williams, Proprietor, 


350 




10000 






2 


Merchandise, 


8642 


30 


5975 


40 




3 


Beal Estate, 


9500 




4000 






4 


Expense, 


76 


80 








4 


Office Furniture, 


100 










5 


Interest, 


91 


75 


111 


95 




6 


Cash, 


8148 


75 


6023 


25 




7 


Bills Payable, 


500 




1407 


40 




7 


Bills Receivable, 


1300 




800 






8 


C. F. Anderson, 


1560 


35 


1350 


70 




8 


C. C. McGregory, 


1231 


60 


1735 


60 




9 


Case & Adams, 


126 




93 


75 




10 


Albert Brown, 






127 


60 













There are the following inventories : 

Merchandise, $ 3600.00 

Real Estate, 6200.00 

Office Furniture, 76.00 

Case & Adams are bankrupt, and the proprietor has settled their 
account and has received 76 % of his claim in cash, therefore the 
balance of their account at this time shows a loss. 
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No. 3. A trial balance is not an absolute test of the accuracy of your ledger, 
for it may contain errors that will not affect the equality of debits 
and credits. In the following trial balance there are three ac- 
counts, each of which shows a balance on the wrong side. You may 
name the three accounts, and write out your reasons for thinking 
that there are errors in them. 

Trial Balance, June 30, 1907. 





1 


James A. Smith, 






3000 






1 


Cash, 


4679 


60 


4880 






2 


Merchandise, 


2760 


75 


2788 


76 




2 


Expense, 


228 


60 


100 






3 


Bills Beceivable, 


600 




900 






3 


Bills Payable, 


750 




600 






3 


Arthur Stewart, 


3360 


75 


160 


76 




3 


White & Brown, 


460 




500 






12819 


50 


12819 


50 



No 4. Each of the papers required for the following exercise should be pre- 
pared without reference to the text-book. 

a. Write out a series of twenty or twenty -five business transactions, begin- 
ning with an investment, and requiring the use of accounts with 
cash, merchandise, expense, bills payable, bills receivable, and 
two personal accounts. Submit this exercise to your teacher for 
approval. 

6. Take a sheet of paper with only the faint blue lines and make the nec- 
essary rulings for a journal, and using this sheet journalize the 
above transactions. 

c. On a second sheet of paper make the necessary rulings for a ledger, and 

using this sheet post the entries from your journal sheet. 

d. You may reverse the usual order and close your ledger at once before 

preparing a statement of losses and gains or a statement of re- 
sources and liabilities. 

e. On a third sheet of paper make the necessary rulings, and prepare 

a statement of your losses and gains and a statement of your 
resources and liabilities. The net gain and the present worth 
should agree with these results as shown by your closed ledger. 
/. Submit these papers to your teacher and be prepared to take an exami- 
nation on all the work to this point. 



PART II. — BOOKKEEPING. 

138. The purpose of the exercises that follow is to give you some 
acquaintance with business forms and customs, and to illustrate 
several forms of books that will lessen the work of recording business 
transactions. Each new series of transactions illustrates some new fea- 
tures of bookkeeping practice, but there will be no attempt to repre- 
sent all the features of any business. The illustrations will show 
forms actually in use in the best business houses, and you should care- 
fully study all the details. 

Packages of .vouchers and blank forms have been provided for use 
with these exercises. Of course bookkeeping may be studied and the 
necessary records made without the use of these forms, but their use 
will help you to understand the transactions an(l will make you better 
acquainted with the customs of business. 

139. Caution. — The work of recording the transactions of the 
following exercises will be more difficult than that of Part I, and you 
should not begin this work till you have thoroughly mastered the use 
and purpose of each of the principal accounts used in bookkeeping. 
Do not attempt to do things by rule, but be certain that you under- 
stand why each step should be taken before taking the step. This 
precaution will save you an endless amount of time in hunting for and 
correcting errors. Make haste slowly should be a familiar rule with 
each student of bookkeeping. 
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THE USE OF BTTSIVESS FAFEBS. 

140. This exercise is designed to teach you how to prepare and 
use the principal papers employed in transacting business. You will 
handle the necessary papers for each transaction. The papers that you 
receive from others will be complete in every respect, except that it 
will be necessary for you to insert the name of your city and the year 
in which you are doing the work. You will prepare all the papers to 
be issued to others. Each transaction in the following series is num- 
bered, and the vouchers for these transactions will be numbered to cor- 
respond. You will use a cash book, sales book, journal, and ledger, and 
you will also open a bank account and make deposits and pay bills by 
checks. 

141. Directions. — Mr. Henry A. Bidwell is about to open a retail 
carpet store at 421 State street in your city, and he has engaged you as 
bookkeeper and manager at a salary of $75 a month. Apply to your 
teacher for the necessary business papers. You will use these papers, 
as nearly as possible, just as they are used in the best business offices. 
The use of each will be fully explained at the point where it is intro- 
duced, and in connection with each transaction you will find such 
special directions as you may need. 

Your teacher will assign you one of the selling price-lists on page 
131, and you may copy it on your price card now. It will be well for 
you to make the entries for the transactions for this exercise on loose 
sheets and not to copy the work into your blank books until it has been 
approved. 

Transactions. 
No. I. Jan. 2, In your capacity as manager you will have to sign notes, 
checks, and other papers, and Mr. Bidwell has executed a power 
of attorney giving you the necessary authority. 

Remove this power of attorney from your voucher pad, make the necessary 

insertions, read it carefully, and file it in the envelope marked Vouchers 

Received, 
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Jan. 2. Henry A. Bid well invests $ 5000 in cash in the retail carpet 
business. 

Take the currency from your voucher pad, count it twice to be absolutely 
certain that the amount is correct, and place it in the envelope marked Cash 
Drawer. Make the proper entry in your cash book. 

It is well to make a brief memorandum in your journal in regard to the be- 
ginning of the business, and the following illustration shows a good form for 
this. 
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No. 3. Jan, 2, After reading the instructions in §§ 142 to 145, you may open 
an account with the Merchants' Bank and deposit the cash invested. 

142. Opening a Bank Account. — There are two important reasons 
for keeping money in a bank : safety of the money, and the con- 
venience of paying bills with checks and of depositing in the bank 
the checks which you receive from others. Usually, when you desire 
to open an account at a bank, you must, unless you are acquainted 
with some of its officers, be introduced by some one who can identify 
you. Having been properly introduced, you will be required to write 
your signature on a card or in a signature book. This signature 
should be written carefully and exactly as you intend to sign your checks. 
There are two general classes of banks, commercial and savings banks, 
and it is well to understand the difference between them. 

A Commercial Bank meets the needs of business men by providing 
a safe place in which to deposit money, which the depositor may check 
out at his pleasure as explained in § 146. Such a bank does not usu- 
ally pay interest on deposits except by special agreement. 
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A Savings Bank is one organized to meet the needs of people who 
are able to save only small sums of money. Some savings banks 
will receive deposits as small as five cents, but as a rule they will not 
receive large deposits. These banks pay a small rate of interest on all 
deposits until the balance reaches a certain sum. Usually a depositor 
in a savings bank must present his pass book (see § 145) when he de- 
sires to withdraw any of his money, while in a commercial bank this is 
not required. In some states savings banks carry both commercial and 
savings accounts. 

143. Signatures. — It is important that you adopt a fixed form 
for writing your signature. This includes the style of letters to be 
used, the manner of joining the parts of the signature, and the 
choice between writing your name in full and using initials. Having 
adopted a signature, that form should always be used. If this rxile 
is followed, it will be difficult for other people to practice deception 
by forging your name, and your signature will identify you almost as 
surely as a photograph. 

A Signature Card. 

664 AUTHORIZED SIGNATURES OF 

Htnhif (Z. GULwdL 

FOR THE FIRST NATIONAL BANK, CHICAGO. 



Whenever you are authorized to sign the name of another person, 
you should write his name first and below that either your name or 
your initials. If you are acting under a power of attorney, that fact 
should be indicated by your signature, as illustrated in the model 
signature card. If a signature is made with a stamp or is written 
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with a typewriter, there should be some distinguishing mark made 
with a pen. 

144. Making a Deposit. . — The bank will provide you with deposit 
tickets similar to the one shown below, and you will use one of 
these each time you make a deposit in the bank. The kinds of money 
and the amount of each check should be listed separately. It is a good 
rule to insert the name of the bank on which a check is drawn, except 
that in the case of a check on an out-of-town bank, the name of the 
city where the check is payable may be inserted instead. 

A Deposit Ticket. 
DEPOSITED BY 

Htru\,ij CI. 8idwdL 



Sbavomut mational Banit 

Boston, ^Viuf. /9, 1908. 

Specify the Place on which Checks are drawn. 
Checks and Drafts are credited subject to payment 



Bills. 


DOLI 

/ 


JKR8 

WO 


CENTS 


Coin \ 


60 


Checks {enter singly) 


/ 


^f7 

600 




Ztnuyyv ^htt-it 


£6 


3ci c^aC. 




Sullaio 


^f6 


f8 


f^o^to-yv j 


200 






! 3 


76l^ 


<^S 




1 






" 











145. The Pass Book. — At the time of making your first deposit 
the receiving teller will give you a pass book in which you will be 
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credited with the amount of your deposit. This pass book should 
be presented each time you make a deposit, and once a month it should 
be left at the bank to be balanced. The bookkeeper will then enter in 
the pass book the amount of all of your checks that the bank has paid, 
giving a list of the items on a separate slip, will balance the book to 
show the balance remaining to your credit, and will return the pass 
book and the paid checks to you. 

You will find a signature card, a pass book, and some deposit 
tickets in your package of business forms. Fill ojit your signature 
card, make out a deposit ticket for the $ 5000, and present these 
with your currency and pass book to the receiving teller of the school 
bank. Be sure that the teller credits you with the correct amount in 
the pass book, as this entry is your receipt for the money deposited. 

If there is no bank in your school for this purpose, ask your teacher to make 
the entry in your pass book, and then place each of the above items in the envelope 
marked Bank. 

The date and amount of this deposit should be entered on the 
stub of your check book by writing, Jb&^^Cted, fa/yt, 2, /^O — , 
f6000y as shown in the model check book stub on page 110. Money 
deposited in the bank has not been paid out, but merely placed in the 
bank for safe keeping, therefore you do not need to make an entry in 
your cash book for this deposit. When you balance your cash book, 
you will treat the bank balance as a part of the cash on hand. 

146. The Check Book. — A Check is a depositor's order on his bank 
to pay a certain sum of money to the person named in the check. 
Checks, like promissory notes, are usually negotiable in form. A bank 
furnishes its depositors with books of blank checks for use in paying 
bills or drawing out money. 

A check should be filled out with the utmost care, so that altera- 
tions cannot easily be made. The amount should be expressed in both 
figures and words, and the two should agree. In writing the amount 
begin at the extreme end of the line and fill in the unused space 
between the amount and the word " Dollars" with a heavy waved line. 
The double cross indicates that there are no cents in the amount. 
Your signature on your checks should agree with the one you left at 
the bank when you opened the account. Checks should be numbered 
consecutively, as they are issued. The illustration on page 111 shows 
a check properly filled out. 



110 



PRACTICAL BOOKKKEPINO. 
A Check Book. 
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If any error is made in writing a check, take a new blank and write 
the check over, instead of making erasures. If you observe these pre- 
cautions and at any time find among the vouchers returned to you by 
the bank a check which has been raised, or in which the name of the 
payee has been changed fraudulently, you will be able to say positively 
that you did not make the alteration; and this may sometime save 
you a loss, because, if a bank through its own negligence pays an altered 
check and loss results, the bank must stand the loss. 

The 9tvh of your Check Book should show the date and amount of 
each deposit and a full description of each check issued. Always add 
the amount of each deposit when it is made, and subtract the amount 
of each check when it is issued, so that the stub will always show the 
balance in the bank. If you destroy one of the checks in your check 
book, the fact should be indicated on the stub. The model check book 
stub on page 110 shows the manner of making these entries. 



■a S 
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While it is important that checks be filled out with the utmost 
care, it is equally important that notes, drafts, receipts, and every 
other business paper be prepared with the same care. If a mistake 
is made in writing any of these, it should be destroyed and a new 
blank used. 

No. 4. Jan, 2. Mr. Bidwell has leased from James A. Manning the store at 
421 State St. for three years at $ 40 a month. 

Detach the lease from yoar voucher pad, read it carefully, see that the terms 
are correctly stated and that it has been properly executed, fill in the blank 
spaces, and file it in the envelope marked VouchetB Received, No cash is paid 
out at this time, therefore no entry is necessary except a memorandum in your 
journal similartoJhe^iEwe-sh^n on page 106. 



No. 5. Jan, 3, Buy of George H. Woods a set of office furniture for i|^ 48 
and pay for the same by check, according to the instru ctions 
in § 146. 
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Detach the bill of Geo. H. Woods from your voucher pad, examine it care- 
fully, verify the computations, and if it is correct write H, fC, and your initials 
near the lower left-hand comer. 

Take your check book and fill out the stub for the first check, as shown by the 
model check book on page 110. Next fill out the check, following the model, 
and hand the check to the clerk in charge of the Commercial Exchange. (If tliere 
is no such office in your school, you may place the check in the envelope marked 
Caik Paid OtU.) See that the bill is properly receipted, and file it in the envel- 
ope marked Vouchers Received, Open an account with Furniture & Fixtures, 
and debit this account for the cost of this furniture. Since you have paid out 
cash, the entry must be in your cash book. 

Ko. 6. Jan, 3, This invoice, dated Dec. 30, shows a purchase from the Con- 
necticut Carpet Co., amounting to $2753.75, on the following 
terms; 60 days net, 2 % 30 days, 5 % 10 days. 

Detach the invoice from your voucher pad, verify each computation, and if 
you find everything correct, O.K. the invoice. For an illustration of the 
method of checking an invoice, see the mod$l..eir^g{g^l3. Make the proper 
entry in your journal and file the^ invoice in the envelope marked Unpaid 
Invoices, As you have the invoice on file so that it can be referred to, if nec- 
essary, you do not need to show the items of this purchase in your journal. 
The following illustration shows the form for this entry: 



Mdse. 
Conn. Carpet Co. 



Bo't of them per invoice of 

Dec. 30. 
Terms, 60; 2%, 30; 6%, 10. 



2763 



76 



2753 



75 



147. Bills and Invoices. — A BUI is an itemized statement of goods 
sold or services rendered, giving the price and the terms of payment. 
If a bill contains only one item, the amount should be extended 
into the second column ; if it contains two or more items, the amount 
of each should be extended into the first column and the total into 
the second column. 

An Invoice, The terms " bill " and " invoice " are frequently used 
synonymously, but a more exact use of the term " invoice " would restrict 
it to a statement of goods purchased. For this reason a book in which 
only purchases of merchandise are recorded is called an invoice book 
or purchase book. 

Corrected Invoices. It will occasionally happen that the purchaser 
will find an error in an invoice. In such a case he should make a 
memorandum of the error and send it and the invoice to the seller and 
request a corrected invoice. The seller may himself discover the error 
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after the bill has been mailed, in which case he should immediately 
send a corrected bill. It is well to write or stamp across the face 
of such an invoice, 6(yiA&eted Jnv<>l€&. 

Duplicate Invoices. If the purchaser should fail to receive an 
invoice or, having received it, should lose it, he may ask for a dupli- 
cate. Such an invoice should be an exact copy of the original with the 
same date, and across the face should be written or stamped, Jbu^ditatt. 

An invoice should be checked as soon as the goods are received, to 
ascertain whether all the goods have been received, whether the goods 
which have been received are the goods that were ordered, and to 
verify the prices and computations. The following is an illustration 
of an invoice after it has been properly checked. The check marks 
at the left indicate that the goods have been received in good order, 
and those at the right that the prices and amounts are correct.' 



OsosoB H. Gould, PrMtdent, 
Arthur E. Burt, Vics-PrMMsnt. 
John W. Wood, Secretary. 
Edwin F. Gould, Treasurer. 



Model Invoice. 



The GOULD FURNITURE CO. 

Jamestown, N.Y., TfloA.. 26, /^08. 
Sold to W^vkoZow-, <?ev^iAt^ V €o., 

Terms : 60 days net, 2 % cash 20 days. 





2 

i 
3 
3 


cAa. /f-0 7nako^anif Buin., f36 
" /f-<^ " Bux^m,, fS 
" /f-0 " KkiUvoO-e^.-'Sg 


7i 
Sf- 
fOf- 
76 
87 




V 
V 

8 






/ea* B%, 






'fV- 










f/3 


56 






Received payment, 
Apr. 9, 1908, 
Gould Furniture (Jo. 
Per (I(-/cviM».. 
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In the illustration on page 113, the terms of sale were a credit of 60 
days with a discount of 2% for cash within 20 days, and when the 
invoice was paid, the discount was deducted from the face, so that the 
receipted invoice shows the net amount paid. 

No. 7. Jan, 5. This invoice, dated Jan. 3, shows a purchase from Harris & 
Brown, amounting to $ 275, on the following terms : 30 days net, 
3 % 10 days. 
Follow the instructions for the last transaction. 

No. 8. Jan. 6, Sell Edwin Johnson of 49 Main St., on account, 69 yds. Wil- 
ton, 73 yds. Axminster, 140 yds. moquette, 25 yds. velvet, and 
225 yds. lining. 

In your package of business forms you wUl find a pad of biU heads to be used 
Yfben you sell goods. Prepare a bill for this transaction, using the price list 
assigned you by your teacher. Go over each computation twice to be absolutely 
sure that the bill is correct. You may hand the bill to the clerk in charge of the 
• Commercial Exchange. (If there is no such office in your school, file the bill in 
the envelope marked Vouchers for Others.) You will enter this transaction in 
your sales book. 

No. 9. Jan. 8. You may write a check in favor of the Connecticut Carpet 
Co., to pay their invoice of Dec. 30, and inclose the check in a 
letter. (See Exercise XXII for illustrations of model letters.) 

You cannot afford to lose the discount of 6% for making payment within ten 
days. Your check will be for the amount of the invoice less 5%. You are pay- 
ing the Connecticut Carpet Co. in full, therefore you must debit them for the 
amount of the invoice. The following illustration shows the entry to be made 
on the credit side of your cash book : 



Conn. Carpet Co. 



Inv. of 7„ 



2753 



75 



The transaction is practically the same as if you had paid the fuU amount of 
the invoice, and they had handed back the discount because of your prompt pay- 
ment. Therefore you must make an entry on the debit side of your cash book 
for the discount as you would do if they had actually paid the amount to you. 
The following illustration shows the necessary entry : 



Mdse. Discount 



5% on inv. of Conn. 
Carpet Co. 



137 



69 



Your teacher will instruct you what to do with this letter and the others you 
are to write in connection with this work. 
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Remember that the entries on the credit side of your cash book 
are to be posted to the debit side of your ledger, and that the en- 
tries on the debit side of your cash book are to be posted to the 
credit side of your ledger. 

148. Merchandise Discount is so unlike ordinary discount for the pay- 
ment of a note before maturity that bookkeepers usually enter such items 
in an account by themselves. This account will include merchandise dis- 
counts that are allowed by you, as well as those that are allowed to you. 

Rule. — DebU Merchcuidise Discount for allowances to others for 
the early payment of hills. Credit Merchandise Discount far al- 
lowances to you for the early payment of bills. 

Fo. 10. Jan 9, This invoice, dated Jan. 6, shows a purchase from the George 
C. Wilson Co., amounting to ^1053.90, on the following terms: 
30 days net, 5% 10 days. 
Follow the instructions for the 6th transaction. 

First Report Jan. 10. It is customary in all large business houses and 
banks to prove the cash each day, as explained in § 14 on page 
5. While it may not be necessary for you to prove your cash 
so often in this work, it should be done regularly. You will find 
a pad of report blanks in your package of business forms. Take 
one of these blanks, fill in the information asked for, and, if your 
cash proves, hand the report to your teacher for his approval. 

No. II. Jan. 11. Sell Arthur Marvin of 725 State St., for cash, 25 yds. body 
Brussels and 20 yds. velvet. 

In preparing this bill follow the instructions for the 8th transaction. Detach the 
currency from your voucher pad, and, if the amount agrees with the amount of the 
bill, receipt the bill, place the currency in the envelope marked Cctsh Drawer^ 
and place the bill in the envelope marked Vouchers for Others, See an illustra- 
tion of a receipted biU on page 113. 

This transaction should be entered in both sales book and cash book, but as 
you are not likely to make frequent sales of this sort to the same customer, it is 
not necessary to open an account with Arthur Marvin. Therefore you need not 
post these two entries, but in the folio column of your sales book opposite the 
name of Arthur Marvin you may write, ^. S-, and in the similar place in your 
cash book you may write, c/. /?. If your teacher prefers, you may post the two 
entries in the usual manner, as you did in Exercise X. 

No. 13. Jan. 11, Mail Harris & Brown a check for their invoice of Jan. 3, 
less the discount. 
Follow the instructions for the 9th transaction. 
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No. 13. Jan. 13. Sell James A. Baldwin, of 89 Sumner Ave., on account, 
90 yds. tapestry Brussels, 45 yds. ingrain, and 61 yds. lining. 

Follow the instructions for the 8th transaction. 

No. 14. Jan, H, Mail the George C. Wilson Co. a check for their invoice of 
Jan. 6, less the discount. 

No. 15. Jan. 18. On your voucher pad you will find an order from W. J. 
Campbell of Springfield for 100 yds. Wilton, 100 yds. moquette, 
and 200 yds. Axminster. 

You may make the terms, Cash less 5%. This does not mean cash at the 
time of the sale, bat cash as soon as the goods are received ; therefore the dis- 
count must not be deducted now. After you have made out the bill and made 
the proper entry in your sales book, file the order in the envelope marked 
Vouchers Beceived. 

These goods will be shipped by freight, and you may prepare a shipping 
order, a shipping receipt or bill of lading, and a copy of the latter, follow- 
ing the instructions in the next section. If your teacher has some sheets of 
carbon paper, he will show you how to make the three at one writing. If you 
use the carbon sheets, you must write with a pencil with a blunt point ; other- 
wise you will write with pen and ink. 

You will sign the shipping order. Take the shipping receipt to the Commercial 
Exchange and request the clerk in charge to sign his name as Freight Agent. 
The agent will retain the shipping order. Inclose the shipping receipt and the 
bill for the goods in a letter to Mr. Campbell, in which you may thank him for the 
order and solicit further orders. You will retain the copy of the shipping receipt. 

149. A Bill of Lading, also called a shipping receipt, is a written 
statement signed by the agent of the transportation company, which 
specifies the goods shipped, the name and address of the consignee, and 
the conditions of shipment. Bills of lading are usually made in sets of 
three; one of these is signed by the shipper and is called a shipping 
order^ the second is signed by the agent of the transportation company 
and is called a bill of lading or shipping receipt, and the third is a du- 
plicate of the bill of lading. The conditions of shipment appear on 
the back of each, but there are slight variations in the wording to dis- 
tinguish the bill of lading from the shipping order. 

The shipping order is retained by the transportation company, the 
shipping receipt is given to the shipper to be mailed by him to the per- 
son to whom the goods are shipped, and the duplicate shipping receipt 
is retained by the shipper for comparison in case the goods are lost or 
any question arises in regard to the shipment. The following illustra- 
tion shows the usual form for a shipping receipt. 
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SHIPPING RECEIPT. 

»eceibelr from JAMES A. MANNING 

Boston, /^?a4^ /9, 190^. 
D„ £o^Z<yn a/yvcC CLt6-a/ny p R p 

Via ^^' ^ ^" ^' .^- ^' ^ ^^' ^'^ ^^^^ ^- ^' ^ ^^^'' ^- 

Tlie property described below. In apparent good order, except as noted (contents and condition of contents of 
packiijres unknown), marked, consigned, and destined as indicated below, which said Company agrees to carry 
to the said destination, if on Its road, otherwise to deliver to another carrier on the route to said destination. 

It is mutually agreed, in consideration of the rate of freight named in the BUI of Lading for which this receipt 
is to be exchanged, and as to each carrier of all or any of said property over all or any portion of said route to 
destination, and as to each narty at any time interested in all or any of said property, that every service to be 
performed hereunder shall be subject to all the conditions, whether printed or written, endorsed hereon, and 
which are hereby agreed to by the shipper and by him accepted for himself and his assies as Just and reasonable. 



Consignee... 
Destination. 



€. S, ^L^U^J. V^ 



(it&v^eZand, dku}-. 



MAKK4 


DEJ^C^RIPTIOX OF ARTICLES 


WEIGHT 
Subject to Correction 








1 




! ^ eiat-t^ W-aocl&n ^n^O-aauC} 


M0# 


1 









The conditions upon which the above mentioned property is received for transportation are printed on back 
hereof 



.f^^5:.A^.^yA Agent. 



No. i6. Jan, 22. Receive from Edwin Johnson $100 in cash, to apply on 
account. 

Detach the currency from your voucher pad and count it. After reading 
the instructions in the following section, you may write a receipt for the money 
and place the receipt in your envelope marked Vouchers for Others, Do not 
forget the entry in your cash book. 
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150. A Receipt is a written acknowledgment that money or other 
property has been received from the person to whom the receipt is 
given. You should always take a receipt when you pay out money, 
and these receipts should be carefully filed for future reference. A 
receipt is not absolutely necessary in case payment is made by check, 
for when the check has been paid by tlie bank and returned to you, as 
explained in § 155, it serves as a receipt for the money. 

A receipt is only prima facie evidence of what it states, and it 
may be contradicted by other evidence. For example, if a receipt 
should read, "In full of account," either party on finding that 
a previous transaction had not been included in the settlement, 
would have the right to prove the error and collect the amount 
due him. 

Th(B form of a receipt may be like the one shown below, or it may 
be a letter. It should always state the purpose for which the money 
is paid, as "On account," "In full of account," or "To pay invoice of 
Jan. 14, 1908." If the money is to pay a particular bill or note, a 
formal receipt is not necessary, but on the face of the bill or note 
should be written a receipt like the one shown on the model bill on 
page 118. 

A Receipt. 










No. 17. Jan, 2Jf, Receive a check from W. J. Campbell for the bill of the 
18th inst. less 5 %, and acknowledge its receipt by a letter simi- 
lar to the model shown on page 249. 

This transaction is similar to the 9th, but you are losing the discount in 
this case. Study the two transactions carefully before making your entry. 
A check is called cash because it can be exchanged for money on presentation 
at the bank on which it is drawn, therefore the entry for this transaction 
should be in your cash book. Place the check in your Cath Draiocr. 
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151. Checks of Other Parties. — When you receive any business 
paper from another, you should examine it carefully to see that it has 
been properly made and signed, that no alterations have been made in 
it, and especially that the amount has been correctly expressed. 

A check should be presented for payment or deposited on the day 
it is received or on the next business day^ Failure to observe this 
rule may cause a loss to the holder. 

Ko. z8. Jan, 24» Deposit the check you received to-day. 

Toil will have to indorse this check when you deposit it, and you may study 
the following section before doing this. In making this deposit, follow the 
directions for the 3d transaction. 

152. Indorsements. — Negotiable paper that is payable to *Hhe 
bearer " may be transferred, by delivery alone, but negotiable paper 
that is payable to a certain person or his order must be indorsed in 
order to transfer its ownership. The forms of indorsement most fre- 
quently used are an indorsement in blank which consists of the signa- 
ture of the indorser only, and an indorsement in fvll which includes 
the name of the new payee. The blank indorsement transfers the 
ownership of the paper as fully as the other, but it makes the paper 
payable to ^^ the bearer,"" and if the rightful owner should lose it, the 
finder might obtain the money for it; therefore the full indorsement is 
the only absolutely safe form to use. In making deposits in banks, 
however, either form may be used. 

Never receive any commercial paper from another without his 
indorsement, even though it may be payable to "the bearer"; for the 
indorsement npt only transfers the title to you, but it also makes the 
indorser responsible for the payment of the paper. Banks require that 
checks be indorsed before paying them or receiving them on deposit ; 
therefore when the paid check is returned to the drawer, it serves 
as a receipt for the bill which it paid. The signature of the indorser 
should agree exactly with his name as written on the face of the 
paper. 

The indorsement should be written across the back of the paper 
and about one inch from the left end. The illustration on page 120 
shows the check of W. J. Campbell properly indorsed for deposit by 
means of a full indorsement. If a blank indorsement had been used, 
the words " Pay to the order of Merchants' Bank " would have been 
omitted. 



120 



PRACTICAL BOOKKEEPING. 



Indorsement in Full. 







\i^ Bank 



Z^l/^C^C-^ 



h^j^^yV- ^-^^-^ — rw^iiAi^^ 



JfT (^>^.^>^.^i^^^..^y^ 



Wo. 19. Jan, 31. Write a check to pay your salary for January. 

In writing ibis check you will insert your own name as payee. Take the 
check to the bank and have it cashed, and place the money in the envelope 
marked Cash Paid Out. Yon will have to indorse the check when you take it to 
the bank. 

No. 20. Jan. 31. Write a check for the rent for January. 

Detach the receipt from your voucher pad and examine it to see that it has 
been properly written. File the receipt in the envelope marked Vouchers 
Received^ and hand the check to the clerk in charge of the Commercial 
Exchange. 

Second Report. Jan. 31. Take one of your report blanks, fill in the informa- 
tion asked for, and if your cash proves, hand the report, your vouchers 
and cash, and your bookkeeping records to your teacher for his ex- 
amination and approval. Remember that a portion of your cash 
has been deposited in the bank for safe keeping, that the remainder 
is in your cash envelope, and that the two items must be included 
in your cash proof. 
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153. Directions. — After your report has been approved by your 
teacher, you may do the following things in the order indicated : 

1. Close your journal, as explained in Rules 8 and 9 on page 62. 

2. Close your cash book, as explained on page 6. 

3. Close, your sales book, as explained in § 129. 

4. Leave your pass book at the bank to be balanced, as explained 

in § 145. 

5. Post the transactions for this exercise, opening the necessary ac- 

counts in your ledger in the following order: 
(a) The account with the proprietor on the first page. 
(6) The necessary loss and gain accounts on the pages immedi- 
ately following the first, giving a full page to each, and in 
the following order : Merchandise, Merchandise Discount, 
Furniture and Fixtures, Expense, Interest and Discount, 
and Loss and Gain. 

(c) The accounts with Bills Payable and Bills Receivable on 

page 10, giving one-half of a page to each. 

(d) The accounts with the companies from whom you have pur- 

chased goods on pages 11-13, giving one-fourth of a page 
to each, and opening the accounts in the order in which 
the purchases have been made. 

(e) The necessary accounts with 3'our customers on the pages 

immediately following page 13, giving one-fourth of a 
page to each, and opening the accounts in the order 
in which the sales have taken place, as shown by your 
sales book. 
If you are careful to open all of the accounts in your ledger according to 

the plan suggested above, it will greatly facilitate the work of your teacher 

in checking your trial balances. 

Remember that merchandise account is to be credited with the 
footing of your sales book. In posting a purchase or a sale 
to a personal account, enter the terms of credit in the 
explanation column. 
6. ' Check your postings as explained in § 99. 

7. Take a trial balance. Do not forget to include the cash balance, 

as shown .by your cash book. 

8. Prepare a statement of your inventory. The value of your mer- 

chandise is to be based upon the last invoice price of each arti- 
cle. You have the following property on hand : [See page 124. ] 
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Statement of Besoubces 







Besources 


















Merchandise, 


per inventory. 




1819 


50 










Cash, 






1674 


89 










Office Furniture, 


per inventory, 




67 


60 










Accounts Receivable : 


















Brown & Potter, 




716.90 














A. C. Jones, 




90.00 














Henry C. Allen, 
Bills Receivable : 




275.14 


1082 


04 
















A. D. Carter, 




200.00 














P. J. Cooper, 




600.00 


700 




6243 


93 










6243 


93 













Statement of Losses 



Losses 

Merchandise : 
On hand July 1, 
Purchases since July 1, 

Less 

Discountson purchases, 
On hand Dec. 31, 
Net cost of merchan 
Freight and caitage, 

Gain carried doicn,* 

Sundry expenses. 
Rent, 
Salaries, 
Depreciation, 

OflBce furniture, 10% 
Net gain,* 



• To be written in red ink. 



disc sold, 



of $75, 



2906.14 
3516.71 

171.19 
1819.60 



6422 



1990 



85 



69 



4432 
116 
974 



16 
75 
12 



5523 



03 



14 
150 
300 



20 



517 



988 



760 



07 



77 
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AND 


Liabilities, Dec. 31, 1908 


, 














Liabilities 
Accounts Payable : 

Wilson & Lewis, 

Mason & Co., 
Bills Payable : 

T. D. Mills, 
Present Warth* 

Investment,* 

Net gain,* 

* To be written io red ink. 


1240.60 
486.36 


1726 
500 


86 


2226 
3017 








86 




S500 
517 


07 


07 












5243 


93 















AND Gains, Dec. 31, 1908. 







Gains 
Merchandise : 
Sales since July 1, 

Less 
Discounts on sales, 
Net sales. 

Gain on merchandise 
Interest rec'd from others, 
Interest paid to others. 


brought down. 


6579 
66 


17 
14 


5523 










03 




5523 


o;i 






25 
11 


84 
19 


974 
14 


12 
65 












988 


77 















124 PB ACTIO AL BOOKKEEPING. 

886 yds. Wilton 287 yds. Axminster 

476 " Ingrain 446 " Velvet 

266 " Moquette 414 " Tapestry Brussels 

466 " Body Brussels 4714 " Lining 

OflBce Furniture at cost less 6 Jfc for depreciation. 
9. Prepare a statement of losses and gains and a statement 
of resources and liabilities, and submit them to your 
teacher for his approval. See illustrations on pages 122 
and 123. 

10. Close the accounts, showing losses and gains, beginning with 

the account with merchandise discount and closing it, as ex- 
plained in § 164. 
Remember that the proprietor's account is to be closed last, and 
that each of these closing entries must include the proper date 
and the page of the ledger where the balancing entry may be 
found. 

11. Call for your pass book and prove it, following the instructions 

in § 166. 

12. Examine your work carefully to be certain that everything 

has been done correctly and as well as you are able to do 
it. Notice especially whether you have omitted any of the 
minor items, such as dates, rulings, footings, and posting 
marks. 

18. Present your work to your teacher for examination and 
approval. 

14. Copy the work for this exercise into your blank books. 

154. Closing the Account with Merchandise Discount. — Merchan- 
dise discount, when allowed to you, lessens the actual cost of your 
merchandise, and when allowed to others, it reduces the amount 
of your sales ; therefore this account should be closed into your mer- 
chandise account, in order that it may show the net gain or loss result- 
ing from your dealings in merchandise. 

Close the account as you would close any other loss and gain 
account, except that you may use for explanation, 77lt\^Ac{.yuLU'E , 
After you have closed the account, transfer the balance to the 
opposite side of merchandise account instead of to loss and gain 
account. When this has been done, merchandise account should be 
closed in the usual manner. 
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155. Proving the Pass Book. — Never assume that the statement 
of the bank is correct, but as soon as the pass book and paid checks 
have been returned to you, examine each check to see that it is 
genuine and that it has been properly indorsed. Compare the 
balance with the balance shown by the stub of your check book. If 
the balances do not agree, compare the checks returned with those 
issued to see whether any of your checks have not been presented for 
payment. If there are any such, their sum should agree with the 
difference between the balances. If there is still a discrepancy, you 
must check the entries in the pass book with the entries in your check 
book. When you have located the error, see that it is corrected at 
once. If the error has been made by the bank, present your pass book 
now and have it corrected. 

156. Directions. — The transactions that follow are a continuation 
of the business for January, and the majority of the transactions are 
similar. No special instructions will be given you except for those 
transactions that are new in character. It will be well for you to 
refer frequently to the instructions given in connection with the work 
for January. 

Transactions. 
No. 31. Feb. 1. You may prepare statements of your customers' unpaid 
accounts as shown by your ledger, following the instructions 
in the next section. Inclose these statements in properly 
addressed envelopes and hand them to your teacher. 

167. Statements of Accounts. — It is usual to send out statements 
of customers' accounts the first of each month, even if the accounts 
are not due. This practice serves a double purpose : while it is not 
a formal request for payment, it is a reminder that the indebtedness 
exists, and it also affords an opportunity for a comparison of accounts 
and the correction of possible errors. 

A statement may be simply a copy of the account in your ledger, 
or it may be an itemized statement, giving in detail all the items 
sold. If the customer has had itemized bills for all the merchandise 
sold him, an itemized statement is unnecessary. The illustration on 
the following page shows the usual form for a monthly statement, 
when the items are not required. 
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Model Statement. 

On the first of each month we render statements for accounts on oar ledger, whether 
due or not due. This gives an opportunity for the correction of errors and is not a 
demand for bills not due. 



MONTHLY STATEMENT 



New York, <S^&L f, /9OS. 
|« ^ouKt bitfe EAGLE PENCIL CO., 

Office and Salesroom, 377 and 379 Broadway. 



PENCIL AND RUBBER WORKS, No6. 702 TO 782 EAST 14th ST. 
STEEL PEN WORKS, No». 708 TO 725 EAST 18th ST. 










fa.7v. 


fO 
2/ 

25 


TO MDSE. 

B\f TllcUe,. vetuvKed, 


f-7 


/6 

8B 


/36 

57 


<f8 


fafv. 


7 
SO 


/6 


/6 








/f 


8S 



No. 22. Feb, 2. Give Baker & Co. a check for $19.75, to pay their bill for 
blank books and stationery. 
This should be charged to Expense and not to Furniture and Fixtures. 

No. 23. Feb. 3. Sell Wright & Co., of 99 Broadway, for cash, 75 yds. body 
Brussels and 60 yds. Axminster. 
Follow the instructions for the 11th transaction on page 115. 

No. 24. Feb, 3. Receive a check from J. A. Baldwin, in full of account. 

No. 25. Feb, 3. Receive $ 100 in currency from Edwin Johnson, to apply on 
account. 

Do not forget to write a receipt for this transaction, following the instructions 
in § 150. 
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Ho. 26. Feb. S. Deposit the checks that you received to-day and all your 
currency except $50. 
Before making this deposit, read carefully §§ 151 and 152. 

No. 27. Feb. 5. Sell John D. Wilson, of 175 Columbus Ave., on account, 176 
yds. Wilton, 86 yds. Axminster, 90 yds. body Brussels, and 265 
yds. lining. 

No. 28. Feb. 6. Sell Edwin Johnson, of 49 Main St., on account, 200 yds. 
ingrain, 150 yds. tapestry Brussels, and 125 yds. velvet. 

No. 29. Feb. 6. Give J. H. Vance a check for $32.45, to pay his bill for 
freight and cartage. 

• Transportation increases the cost of your merchandise, therefore such items 
are usually debited to that account, though sometimes carried in a separate 
account either as Expense or as Freight and Cartage. You may charge this 
bill to Merchandise. 

No. 30. Feb. 7. Keceive an order from H. J. Chapin, of Albany, for 125 yds. 
ingrain, 125 yds. body Brussels, and 200 yds. velvet. 

You may treat this transaction just as yon treated the 16th transaction on 
page 116, and make the terms of sale the same. 

No. 31. Feb. 8. Give Mr. Bid well $21 to cover his expenses on a trip to 
buy goods, per memorandum on your voucher pad. 

If you have not the exact change, take one of your bills to the bank and 
have it changed. Count the money you receive, and be absolutely sure it is 
correct before you leave the bank. Place the $21 in the envelope marked 
Cask Paid Out. This money was not used for personal expenses, therefore it 
should not be charged to Mr. Bidwell. 

No. 32. Feb. 9. Sell A. B. Cole, of 325 Washington St., on his note at 60 
days with interest, 30 yds. body Brussels, 24 yds. Axminster, 
and 44 yds. lining. 

Detach this note from your voucher pad, and if it is correctly made out and 
the amount agrees with the amount of your bill, place the note in your 
envelope marked Cash Drawer. Placing this note with your cash does not 
mean that it is cash, and you must not make the mistake of including it when 
you prove your cash. In receipting this bill write, 9aicL (yif not& at 60 
daxfo^, with your signature, instead of the usual receipt This form of receipt 
makes it perfectly clear that no cash has been received. 

Before entering this transaction in your books, read the instructions for the 
11th transaction on page 116. This transaction should be entered in your sales 
book and journal, but the entries need not be posted unless you posted the two 
entries for the 11th transaction. If you do not post these entries, there must 
be cross references, as for the 11th transaction. 
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H'o. 33. Feb, 10, This invoice, dated Feb. 7, shows a parchase from the 
Connecticut Carpet Co., amounting to $2094.80, on the follow- 
ing terms: 60 days net 2% 30 days, 5 % 10 days. 

Ko. a4- Feb. 12. Sell John D. Sharp, of 89 2dd St., on account, 125 yds. 
Wilton and 95 yds. lining. 

Ko. 35. Feb. IS. Sell E. W. Clark for cash, to be delivered to him at the 
Commercial Exchange, the balance of the old patterns of Wilton 
and Axminster, 34 yds. Wilton and 68 yds. Axminster. Bill 
the goods at your regular selling prices, less 10 %. 

Tou may present the bill for the above to E. W. Clark at the Commercial 
Exchange and collect the currency. Do not forget to receipt the bilL 

Third Report Feb. IS. These reports should be prepared with the same 
care with which you prepare other papers. Of course you are not 
to file any papers that have not been prepared as well as you are 
able to do them. If at any time your cash does not prove, you 
should, if possible, find the error before submitting the report 
to your teacher. If the amount of your merchandise sales is 
wrong, do not ask your teacher where the error is, but check over 
your work to see that no sale has been omitted, that no item has 
been omitted from any sale, and that there is no error in either 
prices or quantities. 

Ko. 36. Feb. 14. Receive a check from H. J. Chapin for the sale of the 7th 
inst, less 5%. 
Follow the instructions for the 17th transaction on page 118. 

No. 37. Feb. 14. Deposit the check and all the currency on hand except $50. 

No. 38. Feb. 16. You may write a check to pay the last invoice of the Con- 
necticut Carpet Co., less the discount, and inclose it in a letter. 

No. 39. Feb. 16. Write a letter to C. H. White & Co., 679 Broadway, New 
York City, ordering 13 rolls of their best Japanese matting, and 
agreeing to pay cash on receipt of goods. 
See the form for such a letter in Exercise XXII. 

No. 40. Feb. 17. Sell James W. Cunlifife, of 254 Mill St., on account, 125 
yds. ingrain, 125 yds. body Brussels, 200 yds. velvet, and 400 
yds. lining. 

No. 41. Feb. 19. This invoice, dated Feb. 17, shows a purchase from the 
Geo. C. Wilson Co., amounting to $748.50. 

Mr. Bidwell has arranged with them to allow their usual cash disconnt of 6%, 
and to accept a note at 30 days from the date of the invoice with interest instead 
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of cash. You may write the note, making it payable at the Commercial Ex- 
change, and inclose it in a letter. See the form for a note on page 38. Why 
should this note be written '' with interest '* ? 

While it is not necessary to make two journal entries for this transaction, it 
will be better to do so. Pirst, debit Merchandise and credit the Geo. C. Wil> 
son Co. ; second, debit the Geo. C. Wilson Co. and credit Bills Payable and Mer- 
chandise Discount. This method is the better, because Mr. Bidwell is buying 
goods of these people frequently, and it is desirable to make their account 
show all the transactions with them. 

No. 42. Feb. SO. Sell A. H. Goode for cash, to be delivered to him at the 
Commercial Exchange, the balance of the old patterns of ingrain 
and body Brussels, 26 yds. ingrain, and 20 yds. body Brussels. 
Bill the goods at your regular selling prices, less 10%. 
See instructions for the 36th transaction. 

No. 43. Feb. 21. Edwin Johnson has been a little slow in making payments, 
and at Mr. Bid well's request he has agreed to give a note at 30 
days, indorsed by James G. Carter, for the balance of his account. 

Prepare a statement of his account, showing the balance due, and write a 
note for this balance. Do not forget to include the items that have not been 
posted. Make the note payable at the Commercial Exchange. Take the note 
to your teacher and ask him to write the indorsement of James C. Carter, and 
then request the clerk in charge of the Commercial Exchange to sign tne note 
for Edwin Johnson. Receipt the statement in the same way that you receipted 
the bill for the 32d transaction, on page 127, and hand the receipted statement 
to the clerk who signed the note. Do not forget your journal entry. 

File this note in your Cash Drawer, but remember that it is not cash. By 
reference to §152 you will learn that this indorsement makes Mr. Carter 
responsible for the payment of this note. 

No. 44. Feb. 2S. This invoice, dated Feb. 18, from C. H. White & Co., for 

$ 239.20, is for the goods ordered the 16th inst. The terms 

are. Cash less 5% and 2^%. 

As you agreed to pay cash at once on receipt of these goods, you may write a 

check to pay the invoice and inclose it in a letter. You will probably buy 

more goods of White & Co., so it will be well to open an account with them 

now. See the instructions for transaction No. 41. 

No. 45. Feb. 24. Mr. Bidwell has taken the following goods for personal use 
at cost prices: 69 yds. Wilton at $1.65, 90 yds. body Brussels at 
95 ^, and 110 yds. lining at 5^ ^. 

The entry for this transaction should be in your sales book. No bill is 
necessary. 

Kg 46. Feb. 26. Receive $400 in currency from John D. Wilson, to apply- 
on account. 
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Wo. 47. Feb, 27. Sell J. A, Baldwin, of 89 Sumner Ave., on account, 136 yds. 
ingrain, 105 yds. tapestry Brussels, and 215 yds. lining. 

Wo. 48. Feb. 28. Write a check to pay your salary for February. 

Treat this transaction just as you did the similar one at the close of January. 

Ko. 49. Feb. 28. Write a check for the rent for the month. 

Ho. 50. Feb. 28. Give J. H. Vance a check for $20.55, to pay his bill for 
freight and cartage for the month. 
See instructions for the 29th transaction on page 127. 

Fourth Report. Feb. 28. Before preparing this report, it will be well for 
you to study the instructions for the first three reports. Present 
your report, your cash envelopes, your vouchers, and blank books 
to your teacher for approval. 

168. Directions. — You may close the work for the month, taking 
the several steps in the order indicated in §153. You have the follow- 
ing property on hand : 

437 yds. Wilton 520 yds. Japanese Matting 

344 " Ingrain 430 " Velvet 

255 " Moquette 159 " Tapestry Brussels 

420 " Body Brussels 3585 " Lining 

490 " Ax minster 

Office Furniture at cost, less 10 % for depreciation. 

Questions. 

1. What is the advantage of keeping a bank account ? 

2. Why should the cash be proved every day? 

3. How do you prove your cash when a bank account is kept? 

4. What should be done with the paid checks that are returned to you by the 

bank when your pass book is balanced? 

5. What are the things to be remembered when you receive a check from 

another ? 

6. Wliat are the characteristics of a good signature ? 

7. What is a voucher ? 

8. W^hen should the entries in your books be posted? 

9. Why are the entries on the credit side of your cash book posted to the debit 

side of your ledger, and the entries on the debit side of your cash book to 
the credit side of your ledger ? 
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10. What is a statement of an account? 

11. Why may accounts that balance be omitted from your trial balance ? 

12. Why should a receipt be asked for when you pay out money? 

13. What care should be exercised in writing notes and checks ? 

14. Why should interest be included in the note for the 4l8t transaction ? 

15. Why can manufacturers and jobbers afford to offer merchandise discounts 

to their customers? 

Carpet Price-Lists. 



Axminster . . . 

Body Brussels . . 

Ingrain . . . . 

Lining . . . . 

Matting . . . . 

Moquette . . . 
Tapestry Brussels 

Velvet . . . . 

Wilton . . . . 



f 1.70 

1.46 

.06 

.10 

.63 

1.07i 

.73 

1.221 

2.45 



M.771 

1.40 

.90 

.10 

.66 

1.00 

.76 

1.30 

2.37i 



fl.87i 

1.32 

.82 

.10 

.60 

1.80 

.80 

1.40 

2.27i 



$2.00 

1.22 

.72 

.10 

.66 

1.67i 

.86 

1.62} 

2.16 



$2.16 

1.10 

.60 

.10 

.71 

1.62} 

.91 
1.67} 
2.00 



6 



$2.17} 

1.08 

.68 

.10 

.72 

1.60 

.92 

1.70 

1.97} 



$2.22} 

1.04 

.54 

.10 

.74 

1.45 

.94 

1.76 

1.92} 



8 



$1.67} 

1.48 

.98 

.10 

.52 

2.00 

.72 

1.20 

2.47J 



9 



$1.80 

1.38 

.88 

.10 

.67 

1.87} 

.77 
1.32} 
2.36 



Axminster . . 
Body Brussels . 
Ingrain . . . 
Lining . . . 
Matting . . . 
Moquetle . . 
Tapestry Brussels 
Velvet . . . 
Wilton . . . 



10 



$1.92} 
1.28 
.78 
.10 



1.76 

.82 

1.46 

2.22} 



11 



$2.07} 

1.16 

.66 

.10 

.68 

1.60 

.88 

1.60 

2.07} 



12 



$2.26 

1.02 

.62 

.10 

.75 

1.42} 

.95 

1.77} 

1.90 



13 



$1.96 

1.26 

.76 

.10 

.63 

1.72} 

.83 

1.47} 

2.20 



14 



$1.66 

1.60 

1.00 

.10 

.61 

2.02} 

.71 

147} 

2.60 



15 



$1.72} 

1.44 

.94 

.10 

.64 

1.96 

.74 

1.26 

2.42 i 



16 



$1.82} 

1.36 

.86 

.10 

.68 

1.85 

.78 

1.35 

2.32} 



17 



$1.97} 

1.24 

.74 

.10 

.64 

1.70 

.84 

1.50 

2.17} 



18 



$2.10 

1.14 

.64 

.10 

.69 

1.57} 

.89 

1.62} 

2.06 



Axminster . . . 
Body Brussels . . 
Ingrain . . . . 
Lining . . . . 
Matting . . . . 
Moquelte . . . 
Tapestry Brussels . 

Velvet 

Wilton . . . . 



19 



$1.76 

1.42 

.92 

.10 

.65 

1.92} 

.76 

1.27} 

2.40 



20 



$1.86 

1.34 

.84 

.10 

.69 

1.82} 

.79 

1.37} 

2.30 



21 



22 



$1.90 

1.30 

.80 

.10 

.61 

1.77i 

.81 
1.42} 
2.26 



$2.02} 

1.20 

.70 

.10 

M 

1.66 

.86 

1.55 

2.12A 



23 



$2.12} 

1.12 

.62 

.10 

.70 

1.55 

.90 

1.65 

2.02} 



24 



$2.20 

1.06 

.66 

.10 

.73 

1.47} 

.93 
1.72} 
1.95 



25 



$2.06 

1.18 

.68 

.10 

.67 

1.62} 

.87 

1.67} 

2.10 



26 



27 



EXERCISE XIIL 
DSIFTS. 

159. The special purpose of this exercise is to illustrate the use of 
bills of exchange, or, as they are more commonly called, drafts. There 
are three kinds of negotiable paper in common use : bills of exchange, 
promissory notes, and checks. With the use of the last two of these 
you are already somewhat familiar. 

In this exercise you will use two new books : a purchase book in 
which to record your purchases of merchandise, and a bill book in which 
to keep a record of your bills receivable and bills payable. 

160. A Bill of Exchange, or, as we shall call it hereafter, a draft, is 
a written order drawn by one party on a second, directing him to pay 
a certain sum of money to a third. Of these three parties to a draft 
the one who writes or draw9 the draft is called the drawer^ the one 
who is directed to pay the money, the drawee^ and the one to whom it 
is payable, the payee. 

If William H. Covert owes John B. Hudson $100, and A. W. 
Dakin owes Mr. Covert the same amount, Mr. Covert may direct Mr. 
Dakin to pay $100 to Mr. Hudson and so cancel both debts by one 
transaction. The following illustration shows a draft drawn for this 
purpose. 

A Sight Draft. 



c^^^^ 






M. 
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161. Kinds. — All drafts may be divided into two classes: personal 
drafts and bank drafts. 

A Personal Draft is one drawn by one person or company on a sec- 
ond person or company. It may be payable at sights after aiffht^ or 
after date. 

A Bank Draft is similar to a check in form, and is simply an order by 
one bank upon a second bank to pay a certain sum of money to the per- 
son named in the draft. Bank drafts, like checks, are usually payable 
on demand. Nearly every bank keeps a deposit in some other bank 
in a large city, and probably each of the large banks of the country 
keeps an account in some bank in New York. A bank draft on a bank 
in New York is known as a New York draft, and, similarly, one drawn 
on a bank in Chicago is known as a Chicago draft. The following 
illustration shows the usual form for 

A Bank Diaft 



CITY NATIONAL BANK ,^ CTftfi2 

or SPRINGFIELD. 




ROTTOTHE ORDER OF^ •^^^^^^^i^ 



CC^^. -^^.^..^ .^^^^^^^^^.^a^J^ ^ jd^^^^.^--^ fim J^PS 



TO THE First National Bamk * ^^ >4»_->*9^ 

or New Yoiir Citv | >^--<S^e^ . r^Crr^A^JiiK^ 2^ 



162. Uses. — The three principal uses of drafts are : to collect debts, 
to make remittances, and for the convenience of travelers away from 
home. 

As a rule, a personal draft should not be drawn without advising 
the drawee, and under some circumstances it is well to obtain his consent 
before drawing. 

163. A Bank Draft, pa}'able in one of the larger commercial cities, is 
usually available anywhere, while individual checks are not readily ac- 
cepted outside of the community in which the drawer lives except by 
persons to whom the drawer is well known. 

A bank draft bought for the purpose of making a remittance may 
be drawn payable to the person or firm to whom the remittance is to be 
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made, or it may be drawn to the order of the person making the re- 
mittance and by him indorsed to the order of the one who is to receive 
the money. By the latter method the draft carries its own history 
and shows the name of the person making the remittance. 

Bank drafts issued to travelers are made payable to the order of 
the person who intends to use them and are issued in amounts which 
will be convenient for use. Many banks make a charge, called exchange^ 
when they sell drafts, but the practice is not uniform. 

164. Entries for Bank Drafts. — The purchaser of a bank draft must 
pay cash for it, either giving currency or drawing his check ; therefore 
his entry will be in his cash book and will be the same as if he actually 
paid the money to the person to whom he sends the draft. 

A bank draft will be the same as cash to the person to whom it is 
remitted, and he will make the same entry in his cash book as if he had 
received the currency or a check. 

165. Honey-Orders are issued at the principal post-oiBces and by ex- 
press companies, and may be purchased and used for remittances the 
same as bank drafts. These money-orders are issued only for small 
sums and are not intended for use in making large remittances. They 
are as safe as New York drafts and may be deposited in a bank in the 
same manner as checks and bank drafts. 

166.- Time of Payment. — A draft may be payable at sight like the 
one shown on page 132; it may be payable a certain time after sight like 
the one shown on page 139, which is payable 60 days after sight and 
must be accepted in order to fix its date of maturity; or it may be pay- 
able a (jertain time after date^ like the one shown on page 137, which is 
payable one month after the date of the draft. 

167. Sight Drafts. — On page 132 you will find an illustration of a 
sight draft. Such a draft is payable at once on presentation to the 
drawee, except in those states where days of grace are allowed on sight 
drafts. Sight drafts are most frequently used as a means for collecting 
debts against parties in other cities, as explained in § 169. 

168. Entries for Sight Drafts : 

The Drawer's Entry. When William H. Covert draws the sight 
draft shown on page 132, he will give or mail it to John B. Hudson, 
because he wishes him to present it and receive the money. If the 
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draft is paid, the result of the transaction will be the same as if 
Mr. Covert had collected jJlOO from Mr. Dakin and paid it to 
Mr. Hudson; therefore the entries to be made in their accounts by 
Mr. Covert will be the same, and he must debit John B. Hudson, 
to whom the money is to be paid, and credit A. W. Dakin for paying 
the money. 

The following illustration shows Mr. Covert's journal entry when 
he issues the draft. 



John B. Hudson 
A. W. Dakin 



Drew sight draft on 
Dakin and remitted 
it to Hudson 



100 



100 



The Payees Entry. When John B. Hudson receives this draft, he 
should immediately present it to A. W. Dakin for payment, or leave it 
at a bank to be collected. When Mr. Hudson receives the money for 
the draft, he should credit William H. Covert and not A. W. Dakin, 
because the money is paid to him by the order of Mr. Covert and to pay 
Mr. Covert's indebtedness to Mr. Hudson. 

The following illustration shows the entry to be made on the debit 
side of Mr. Hudson's cash book when the draft is paid. 



Wm. H. Covert 



Sight draft on A. W. 
Dakin 



100 



The Drawee's Entry. When A. W. Dakin pays this draft, he should 
debit William H. Covert and not John B. Hudson, because he is paying 
the money on Mr. Covert's order, and to pay his indebtedness to Mr. 
Covert. 

The following illustration shows the entry to be made on the credit 
side of Mr. Dakin's cash book when he pays the draft. 



Wm. H. Covert 



Sight draft favor J. B. 
Hudson 



100 
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169. A Sight Draft for the Collection of a Bill would not be drawn 
till the debt was due, and usually not without proper notice to the 
drawee. The drawer of such a draft usually leaves it with some bank 
for collection and makes no entry on his books till the draft has been 
paid, and then his entry will be the same as if the debt had been paid 
without the use of the draft. 

The bank with which the draft is left for collection will send it to 
some bank in the drawee^s city, and this bank will present the draft to 
the drawee for payment. If the drawee refuses to pay the draft, it 
will be returned to the drawer with a statement of the reasons for non- 
payment. 

When the draft shown below has been collected, Henry W. Richards 
will debit Cash and credit Potter & Co., and Potter & Co. will debit 
Henry W. Richards and credit Cash. 

A Sight Draft to Collect a Bill. 









170. Summary of Rules for Sight Drafts : 

1. The Drawer of a sight draft for collection will usually make no 

entry for the draft until it has been paid, and then he will 
debit Cash and credit the Drawee. 

2. The Drawer of a sight draft other than one for collection pur- 

poses will debit the Payee and credit the Drawee. 

3. The Payee of a sight draft will make no entry for the draft 

until it has been paid, and then he will debit Cash and credit 
the Drawer. 

4. The Drawee of a sight draft when he pays the draft will debit 

the Drawer and credit Cash. 

171 . Time Drafts are used for the same purpose as the sight draft 
shown on page 132, when the drawer desires to have the drawee pay a 
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sum of money to the payee, to apply on the drawee's indebtedness to 
the drawer. A time draft for this purpose is shown on this page. A 
time draft may also under some circumstances be used in place of a 
promissory note. A time draft for this purpose is shown on page 139, 
and when this draft has been accepted by John Wilcox, it will be in 
effect the same as if John Wilcox had given his note at 60 days to 
pay for the bill of merchandise. 

172. The Acceptance. — The drawee of a draft is under no legal obli- 
gation to pay it until he has indicated his willingness to do so by ac- 
cepting the draft. If the drawee is willing to pay the draft, he writes 
across its face, tZese^U&d, the date, and his signature. After a draft 
has been accepted, it is sometimes called an acceptance, to distinguish 
it from a draft which has not been accepted. 

A draft payable a certain time after eighty like the one shown on page 
189, should be presented promptly in order to fix the date of maturity. 
A draft payable a certain time after date^ like the one shown in the 
following illustration, does not have to be accepted in order to fix its 
maturity, but it is advisable to present it promptly in order to fix the 
responsibility of the drawee. The following illustration shows 



An Accepted Time Draft 



..^^a^ 






173. Journal Entries for Time Drafts : 

The Drawer'B Entry, When Charles R. Wells draws the draft 
shown in the last section, he may send it to Albert C. Aldridge for ac- 
ceptance and then send it to James Adams, or he may send it to James 
Adams at once and let him present it for acceptance. In either case 
his entry will be the same as if it were a sight draft ; he will debit James 
Adams and credit Albert C. Aldridge. 



138 



PRACTICAL BOOKKEEPING. 



The following illustration shows Mr. Wells' journal entry for this 
transaction: 



James Adams 

Albert C. Aldridge 



Drew draft at 1 mo. on 
Aldridge and remitted 
it to Adams 
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The Payees Eittry. When James Adams receives this draft from 
Charles K. Wells, if it has not been accepted, he should send it to 
Albert C. Aldridge at once for acceptance. After it has been accepted, 
it is a written promise to pay money, and is, therefore, a bill receivable 
to James Adams, and his journal entry will be the same as if he had 
received a promissory note from Charles R. Wells. 

The following illustration shows Mr. Adams' journal entry for the 
transaction: 



Bills Receivable 
Chas. R. Wells 



Reed, his draft at 1 mo. 
on A. C. Aldridge 
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The Drawee's Entry. When Albert C. Aldridge accepts this draft, 
it becomes for him a bill payable, and his journal entry will be the same 
as if he had given his promissory note. Since he accepts the draft 
because of his indebtedness to Charles R. Wells, he should debit Wells 
for the amount of the draft. 

The following illustration shows Mr. Aldridge's journal entry for 
the transaction: 



Chas. R. Wells 
Bills Payable 



Accepted his draft at 
1 mo. in favor of 
James Adams 
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174. A Time Draft is sometimes used instead of a Promissory Note^ as 
in the illustration shown on the next page. In such a case, the drawer 
usually makes no entry for the draft till it has been accepted, and then 
his entry will be the same as if he had received a promissory note. 
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When the draft shown below has been accepted, John Wilcox will 
debit the Wood Manufacturing Co. and credit Bills Payable, and the 
Wood Manufacturing Co. will debit Bills Receivable and credit John 
Wilcox. 

A Two-party Time Draft. 













The above draft will be due 60 days after May 30, the date of the 
acceptance, and not 60 days after the date of the draft. For this 
reason any draft that is payable a specified time " after sight " should 
be presented to the drawee as soon as possible for acceptance, in order 
to fix the date of maturity. 

When goods are sold on a credit of 60 days, the terms may be stated 
in one of three ways: On account at 60 days. Note at 60 days, or Draft 
at 60 days. In case of the draft shown above, it is assumed that John 
Wilcox has purchased goods of the Wood Manufacturing Co. under 
an agreement to accept their draft at 60 days for the amount of the bill. 
Such a draft is known as a two-party draft, because, as the drawer is 
also the payee, there are only two distinct parties to the draft. 

175. Summary of Rules for Time Drafts : 

1. The drawer of a time draft other than a two-party draft will 

debit the Payee and credit the Drawee. 

2. The Drawer of a two-party time draft will usually make no entry 

for the draft until it has been accepted, and then he will debit 
Bills Receivable and credit the Drawee. 

3. The Payee of a time draft other than a two-party draft will 

debit Bills Receivable and credit the Drawer. 

4. The Drawee of a time draft when he accepts the draft will 

debit the Drawer and credit Bills Payable. 
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176. Drafts, Checks, and Notes. — A draft is similar in form to a 
check, the distinguishing features being that a check is always payable 
at once and is always drawn on a bank or banker. That form of draft 
known as a bank draft is like a check in form, but differs from it in 
that the drawer is always a bank. 

After a time draft has been accepted it is like a note in that it has 
. become a written promise to pay money, and it is then a bill receivable 
to the payee and a bill payable to the drawee who is now known as the 
acceptor. 

177. Directions. — You may take a sheet of plain paper, tear it into 
pieces about three inches wide by eight inches long, and write the drafts 
for the following examples, and on a sheet of journal paper you may 
make the required entries. 

i. You owe James T. Holmes, of Hartford, Conn., $ 100, and Henry C. 
Cooley, 'of Albany, N.Y., owes you the same amount. Draw a 
sight draft, dated March 1, that will settle the two accounts. 
Make your journal entry for the transaction. 

^. Draw a draft at «30 days after sight for the same transaction and 
make your journal entry for it. 

S. You owe Samuel T. Baker, of Portland, Me., $250, and he owes 
Hudson & Co. of your city the same amount. Write a sight 
draft, dated June 1, to settle the two accounts. Make your entry 
for the transaction after the draft has been paid. 

4. Write an accepted draft at 60 days after sight for the preceding 

item with the acceptance dated June 5. Make your journal 
entry for this transaction. 

5. James A. Manning, of Springfield, Mass., owes you $500, and 

James Wallace of your city owes him the same amount. 
Write a sight draft, dated April 15, that will settle the two 
accounts. Make your entry for the transaction after the draft 
has been paid. 

6. Write an accepted draft at three months after date, April 15, for the 

same transaction and make your journal entry for it. 

7. On Jan. 3, Charles B. Murphy, of Utica, N.Y., bought merchandise 

of you to the amount of $175.50, on a credit of 30 days; on 
Feb. 10 you drew a sight draft on him for the amount for collec- 
tion through the Merchants' Bank of your city; and on Feb. 15 
the bank informed you that the draft had been paid and the pro- 
ceeds placed to the credit of your account. Write the draft. 
Make your entry for the transaction. 
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8. ABSuming that you sold this merchandise on an agreement to 

accept a draft at 30 days for the amount, write an accepted draft 
for this purpose. Make your journal entry for the draft. 

9, On April 25 you boughu merchandise of Brown & Potter, of Omaha, 

Neb., to the amount of $ 1575.26, on a credit of 60 days ; on 
July 1 they drew a sight draft on you for the amount for collec- 
tion through the Commercial Bank of your city; and on July 5 
the bank presented the draft to you for payment, and you gave 
them a check on the First National Bank for the amount. Write 
the draft. Make your journal entry for the transaction. 

10. Assuming that you bought this merchandise on an agreement to accept 

a draft at 60 days for the amount of the invoice, write an accepted 
draft for this purpose. Make your journal entry for the draft. 

11. Discount at the Bank of Commerce on April 25 the accepted draft 

written for the sixth example. Write the indorsement. Make 
your entry for the transaction. 

1^, Hudson & Co. being in need of funds, you have at their request pre- 
paid your acceptance for the fourth example to-day, July 5, less 
the discount to maturity. Make your entry for the transaction. 

13. At your request Charles B. Murphy has this day, Jan. 15, prepaid 
the accepted draft for the eighth example, less the discount to 
maturity. Make your journal entiy for this transaction. 

14^ Buy of the First National Bank a draft on the Union National Bank 
of Chicago and remit it to Brown & Potter to pay the accepted 
draft for the tenth example at its maturity. Have the draft 
made payable to your order and indorse it to the order of Brown 
& Potter. The bank charges you exchange at the rate of one 
eighth of one per cent. Pay for the draft by check on the First 
National Bank. Make your entry for the transaction. 

15. Buy of the First National Bank with your personal check two drafts 

for $ 50 each on the Union Trust Co. of New York, to be used 
for your expenses on a pleasure trip. The exchange is one 
eighth of one per cent. Make your entry for the transaction. 

16. Cash one of these drafts at the City National Bank in Cleveland. 

Write your indorsement. Make your entry for the transaction. 

17. At the request of your friend, M. J. Moore, you have cashed for him 

a draft in his favor for $ 25, drawn by the Second National Bank 

of Cincinnati on the Merchants' Bank of New York. Make your 

entry for the transaction. 

• 
Note. — If any pupil needs additional drill in journalizing drafts, it may be well for 

him to make the entries for each of the parties to the above drafts. 
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178. 'The Purchase Book. — In a business where there are many pur-^ 
chases of merchandise, it simplifies the work of the bookkeeper to have 
a separate book in which to enter these purchases. There are two 
methods of doing this. By the first method the invoices are filed for 
convenient reference, and the main facts of each invoice are recorded 
in a book, called a purchase book^ from which the entries are posted to 
the ledger. By the second method the invoices are pasted in a book, 
called an invoice book^ in which the necessary entries are made, and 
from which these entries are posted to the ledger. 

Some persons do not make any distinction in the use of these two 
names, and both forms of books are called purchase books by some 
bookkeepers and invoice books by others. In a general sense each is a 
purchase book, because it contains a record of purchases; and also 
each is an invoice book, because it contains a record of the invoices 
received. It would seem better, however, to restrict the use of the 
name invoice book to those books containing the invoices. 

In a large business an invoice book would be a very cumbersome 
volume, and since the invoices are pasted in the book in the order of 
their receipt, the invoices from one firm would be in different parts 
of the book. The use of a purchase book with a good filing system 
obviates these objections and keeps the invoices in a manner much 
more convenient for reference. 

The illustration on page 142 shows a record of your purchases 
for the month of January in the last exercise. 

179. The Use of a Purchase Book. — The record in this book should 
not be made till after the goods have been received and each item of 
the invoice has been verified. When this book is used, no record need 
be made in the journal for purchases of merchandise. In posting, the 
amount of each invoice will be posted to the credit of the firm from 
whom it was bought, and at the end of the month the total purchases 
for the month will be posted to the debit of merchandise account. 
This is the exact reverse of the method of posting from the sales book. 

180. The Invoice Book. — An invoice should not be pasted in the 
invoice book till after the goods have been received and each item 
of the invoice has been verified. The first invoice at the top of the 
page should be fastened with a little paste under each corner, and the 
other invoices on the page should be fastened at the bottom only, so 
that the top of an invoice may be turned back when it is desired 
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to examine the items of a previous invoice. It will sometimes be nec- 
essary to trim the edges of an invoice to prevent its overlapping the 
money column of the invoice book. The posting is done in the same 
manner as the posting from the purchase book. 

181. The Bill Book should contain a detailed description of each bill 
receivable received and each bill payable issued. The book is divided 
into two parts, so that each class may be kept by itself. At all times the 
amount of the unpaid bills receivable, shown by your bill book, should 
agree with the balance of the bills receivable account in your ledger ; 
and the amount of the unpaid bills payable should agree with the bal- 
ance of the bills payable account. You will not post any entries from 
this book, therefore its use will not lessen the number of transactions 
to be recorded in your other books. The model bill book on page 142 
shows a record of all the notes used in the last exercise. 

The bill book may be used as a principal book, and entries may be 
posted direct from it to the ledger ; or it may be used as an auxiliary 
book, in which case entries for the bills received and issued must be 
made in the journal and posted from there to the ledger. The model 
shows a column marked L. jP., in which to enter the ledger pages, in 
case the book is used as a principal book. 

In this exercise, unless your teacher prefers the other plan, you may 
use this as an auxiliary book. The following illustration shows the form 
of a journal entry to be used in connection with a bill book record : 



Bills Receivable 
Brown & Co. 



Received note #45, per 
B. B., in full of % 
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182. Directions. — Mr. Bidwell is to continue the business of the 
last exercise, and he will add a line of household furniture. On page 
166 you will find a list of the goods to be carried, with the prices. You 
will use the same price-list that you used in the last exercise, and you 
may copy your furniture price-list on your price card. Mr. Bidwell 
has authorized you to employ William C. Brown at $40 a month, to 
act as janitor and to deliver goods. Make a brief statement of these 
changes at the beginning of your journal for this exercise. 

Ask your teacher for the necessary business papers for this exer- 
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cise. You are to use a bill book and a purchase book in addition to 
the books used in the last exercise, and you may first enter in these 
two books those transactions for the last exercise that belong in these 
books, using the models on pages 142 and 144 for your guidance. At the 
close of February you should close your purchase book just as it was 
closed at the end of January in the illustration on page 142. 

Memember: 

1. Not to pass any point that you do not thoroughly understand. 

2. To ask questions of your teacher and not of a fellow-pupil who, 

even though he answers your questions correctly, may not give 
you the assistance you need. 

3. That you are expected to do better work on this exercise than 

you have done before. 

4. To prepare the necessary papers and to make the required 

entries for each transaction, whether specific instructions are 
given or not. 

5. That the money that you receive or pay out should always be 

counted twice, to be absolutely sure that the amount is correct. 
Never assume that the amount is correct, because you have 
seen some one else count it. 

Transactions. 

Ho. 51. March 1. You may prepare and mail statements of your customers' 
unpaid accounts, following the instructions for the 2l8t transac- 
tion on page 125. 

No. 52. March i. Mr. Bidwell has made an additional investment of S5000 
in cash. 

No. 53. March 2. Receive an order from Milton J. Davis, of Toledo, for 250 
yds. ingrain, 250 yds. body Brussels, 200 yds. Axminster, and 
200 yds. velvet. 

You should always check each item on an order after preparing the bill to 
be sure that nothing has been omitted. Remember to verify each computa- 
tion on this bill before sending it out. You may make the terms, Cash less 5 %. 

No. 54. March 2. Mr. Bidwell has bought a second-hand safe of Rice & 
Lockwood for S 75. 

You may write a check to pay this bill. Your purchase book is to be used 
only for purchases of merchandise, therefore this transaction should not be 
entered in it. 
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No. 55- March S. Receive a check from James W. Cunliffe, in full of account. 

No. 56. March 3. Receive $ 100 in cash from John D. Sharp, to apply on 
account. 

No. 57. March 3. Deposit the check received to-day and $ 5000 in currency. 
Why should this check be deposited t6-day ? 

No. 58. March 5, By permission of Mr. Bidwell you have taken the follow- 
ing goods for your personal use at cost prices, with the under- 
standing that they are to be paid for at the end of the month : 25 
yds. body Brussels at 95 ^ and 20 yds. lining at 5^ ^. 
The entry for this transaction should be in your sales book. 

No. 59. March 6, Sell John D. Wilson, of 175 Columbus Ave., on account, 
114 yds. ingrain, 185 yds. matting, and 300 yds. lining. 

No. 60. March 7. This invoice, dated March 2, shows a purchase from 
Williams & Johnson, amounting to $ 1870, on the following 
terms : 90 days net, 2 ^i 30 days, 3 % 10 days. 

Verify each computation on this invoice, checking each correct amount, and 
make the proper entry in your purchase book. Hereafter purchases of mer- 
chandise will not be entered in your journal. 

No. 61. March 8. Sell Arthur Robinson, of 224 Franklin St., for cash less 
2 %, 72 yds. Wilton, 90 yds. matting, 90 yds. tapestry Brussels, 
and 102 yds. lining. 

In a transaction of this sort the discount should be deducted in the sales 
book, as shown in the model sales book on page 95, and only the net amount 
should be extended and posted. Therefore there will be no entry for merchan- 
dise discount in connection with this transaction. 

No. 62. March 9. This invoice, dated March 6, shows a purchase from the 
Geo. C. Wilson Co., amounting to $2067.26, on the following 
terms ; 30 days net, 5 % 10 days. 

No. 63. Marcfi 10. Send Williams & Johnson a check to pay their invoice 
of March 2, less the discount. 

In addition to the entry in your cash book there will be an entry in your 
purchase book to show that this invoice has been paid. 

No. 64. March 12, On the 2d inst. you shipped some goods to Milton J. 
Davis on cash terms. As you have not received a remittance from 
him, you may send him a statement with a request for attention. 

Many business houses have a series of notices similar to the following, 
which they send to delinquent customers. Some concerns send only two 
requests before drawing a draft, while others send three or four. 
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183. Notices to Delinquent Cttstomers: 

First Notice. A statement of the account, similar to the one on 
page 149, with a request for payment written or printed at the bottom. 

This notice would never be sent until the debt was due, and may- 
be sent at any time afterwards. 

Second Notice. A statement of the account, with a request similar 
to the following, written or printed at the bottom: 

^texM^ te/wt(^ j^ tAi^ cu€/t<yu/yit, i^ eo-VL&et. o^^ w^ do not k&av puyvn. 
uou w^iXACn a^i/yc cCoa^, w^ qAcM u/ncCeA^oZa/yui tAout uo^o w^UA u^ to 
ynAxk^ a, dui^ fo^ tA& a/ynownt. 

This second notice may be sent any reasonable time after the 
first, — one week, two weeks, or one month. 

Third Notice. A statement of the account, with a notice similar to 
the following, written or printed at the bottom: 

W& ka,v^& dAjOA^yyi ujixm, xfo^ at ^icfkt p>'L tki^ cuyn/yu/nt, ^t&a^& 
konov tk& d^a^ and (Myicft, 

This third notice would be sent and a sight draft similar to the one 
shown in § 169 would be drawn at the time named in the second notice, 
unless payment had been made before. 

Fifth Report. March 13. Remember that if there are any errors in this 
report or in your books, these errors must be corrected before 
continuing the work of the text-book. 

No. 65. March IS. Sell James F. Williams, of 321 Market St., for cash less 
2%, 48 yds. Wilton, 84 yds. ingrain, 72 yds. Axminster, 108 
yds. matting, and 282 yds. lining. Receive his check in payment. 
See the instructions for transaction No. 61. 

Ko. 66. March 13. Deposit the check received to-day and $ 600 in currency. 

No. 67. March 14. Send the Geo. C. Wilson Co. a check to pay their invoice 
of March 6. 
See the instructions for transaction No. 63. 
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No. 68. March 16. This invoice, dated March 13, shows a purchase from the 
Western Furniture Co., amounting to $ 2375, on the following 
terms : 60 days net, 2 % 20 days. 

No. 69. March 16. Sell John D. Wilson, of 175 Columbus Ave., on account, 
4 oak chamber sets, 1 mahogany reception set, and 1 oak dining- 
room set. 

No. 70. March 16. Sell John W. Wood for cash less 2 % and 2 %, to be 
delivered to him at the Commercial Exchange, 1 mahogany 
chamber set, 6 oak chamber sets, 1 library table, 1 mahogany bed, 
2 oak rockers, and 4 oak chairs. 

You may present the bill for the above to John W. Wood at the Commercial 
Exchange and collect the money. Do not forget to receipt the bill. 
Is there any difference between a discount of 2 % and 2 % and a discount of 

4%? 

No. 71. Ma)xh 17. Give Mr. Bidwell $ 61.76 in currency to cover his expenses 
on a trip to buy goods, per memorandum on your voucher pad. 
See instructions for the Slst transaction on page 127. 

No. 7a. Mardi 17. Sell James A. Baldwin, of 89 Sumner Ave., on account, 
1 oak dining-room set, 1 oak rocker, 3 oak chairs, and 2 oak beds. 

No. 73. March 17. Write a letter to C. H. White & Co., ordering 25 rolls 
of their best Japanese matting and requesting their* best terms 
for cash. 
Refer to their last invoice for their address. 

No. 74. March 17. Sell Henry W. Barstow for cash, to be delivered to him 
at the Commercial Exchange, a remnant of Axminster, 18 yds. 
Bill the goods at your regular selling price, less 10 %. 
See instructions for the 35th transaction. 

No. 75. March 19. As you have not received a remittance from Milton J. 
Davis in response to the request sent him the 12th inst, you 
may send him a second request similar to the second one 
described on page 148. 

No. 76. March 19. Your note in favor of the Geo. C. W^ilson Co. is due to-day. 

Write a check in favor of the Geo. C. Wilson Co. and present it at the 
Commercial Exchange to pay the note. Be sure that the note is receipted 
when it is returned to you. Make the proper entry in your bill book, to show 
that the note has been paid. Do not forget the entry in your cash book, and 
that there should be one entry for the face of the note and a second entry for 
the interest. 
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No. 77. March ^. This acceptance for $ 400 has been received from John 
D. Wilson to apply on account. The draft was drawn March 15, 
at 20 days after sight, and was accepted March 18. 

John D. Wilson drew the draft and had it accepted by A. C. Collins before 
handing it to you. It was drawn payable to Mr. Bidwell, and having been 
accepted, it is a written promise to pay him money, or a bill receivable. 

Besides the necessary journal entry, you must enter a full description of 
this in your bill book. File the acceptance in your Cwh Drawer. 

Sixth Report. March 20. After preparing this report, check over each item 
carefully to be sure that there are no errors in it before sub- 
mitting it to your teacher. Do not continue your work till this 
report has been approved. 

No. 78. March 22. Receive an order from Henry F. Williams, of Concord, 
for 250 yds. body Brussels and 200 yds. Axminster. In his 
letter, Mr. Williams has requested you to draw on him at sight 
for the net amount of the bill after deducting the usual discount 
for cash. 

Fill this order at your regular prices less 5 %, and deduct the discount at 
the bottom of the bill. See instructions for the Gist transaction. Make the 
terms, »* Subject to sight draft. " 

No. 79. March 22. Receive the goods ordered of C. H. White & Co. the 17th 
inst. The date of the invoice is March 19, the amount, $450, 
and the terms. Cash less 5 % and 2\ %. 

No. 80. March 22. Draw a sight draft on Henry F. Williams in favor of 
C. H. White & Co. for the net amount of the above invoice, and 
remit it to them. 

In the order which you received from Henry F. Williams to-day he author- 
ized you to draw on him at sight. In your letter to White & Co. ask them to 
accept this draft instead of cash, and state that it is drawn with the permission 
of Mr. Williams. Write a letter to Mr. Williams, advising him that you have 
drawn this draft. 

A draft should not be entered in your bill book unless it is either a bill 
receivable or a bill payable. Should the entry for this transaction be in your 
journal or cash book ? 

No. 81. March 23. By reference to your bill book you will find that you 
hold a note that is due to-day. 

As this note was made payable at the Commercial Exchange, you may 
present it there for payment. Write across the face of the note, c/ciul, 
?}\avek 23, f^ — , and your signature. Besides the entry in your cash 
book, you should make a memorandum in your bill book to show that the 
note has been paid. 



^ 
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ITo. 82. March 26. As you have received no response from Milton J. Davis 
to your second request for a remittance, which you sent the 19th 
inst., you may draw a sight draft on him and send it to Walter 
Howe, Cashier of the First National Bank of Toledo, for collec- 
tion, as explained in the next section. 

184. Collections through the Medium of Banks. — The most con- 
venient and safe way of collecting a debt in another city is through 
a bank by means of a sight draft, as explained in § 169. Some business 
men leave such a draft with their own bank for collection, while others 
send it to a bank in the place where the debtor does business. 

Yoa may write the draft on Milton J. Davis,- following the form shown in 
§ 169. As Mr. Davis did not pay cash for this bill, he is not entitled to the 
discount, and the draft should be for the full amount Inclose this draft in a 
letter to Walter Howe, Cashier, similar to the one shown on page 249. Send a 
notification of this draft, like the one shown on page 148, to Mr. Davis. 

Ifo. 83. March 27, Sell 0. J. Mitchell, of Boston, on account, 124 yds. Wilton, 
136 yds. body Brussels, 190 yds. lining, and 1 oak dining-room set. 

Mr. Mitchell purchased these goods at the store and will attend to the ship- 
ping himself. 

No. 84. March 28, Draw a draft at 10 days on John D. Sharp in favor of 
^ Mr. Bid well for the balance of his account, and present it to him 

at the Commercial Exchange for acceptance. 

This draft will be like the one shown on page 137. Ask the clerk at the 
Commercial Exchange to accept this draft in the name of John D. Sharp and 
payable at the Commercial Exchange. Do not forget the necessary entries in 
your journal and bill book. You must deduct the payment of March 3. 

No. 85. March 30, This New York draft from the First National Bank of 
Toledo is in payment of the sight draft on Milton J. Davis 
which you sent them the 26th inst., less $1.50 for exchange. 

As the sight draft has been paid, Milton J. Davis should be credited for its 
face in your cash book. You may debit Expense for the $1.50 which the 
bank has charged you for its services. 

No. 86. March SO, Deposit this New York draft and all the currency you 
y have on hand except $ 100. 

No. 87. March 31, Write a check for the rent for the month. 

./ Do you always examine each voucher to see that it has been correctly 

made out and that it is the right voucher for the transaction with which you 
are dealing ? The number on each voucher should correspond with the number 
of the transaction to which it belongs. 
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No. 88. March 31. Write a check for your salary. 

Why ifl a receipt not necessary for this transaction ? 

No. 89. March 31. Cash your check, and out of the money received pay the 
business for the goods which you took from the store on the 5th 
inst. Place the balance of the money received in the envelope 
marked Ca^h Paid Out. 

Make out a receipted bill for this item, and file it in the envelope marked 
Vouchers for Others. While it may not be absolutely necessary for you to 
have a receipt for this transaction, it is better, and you should early form the 
habit of receiving and filing receipts when you pay personal debts. 

No. 90. March 31. Give William C. Brown $40 in currency to pay his salary 
for the month. 

You learned in § 150 that a receipt should state the exact purpose for which 
it is given, and that it should be carefully written in every respect. The 
receipt for such a transaction as this should state that it is to pay his salary for 
March. 

Seventh Report. March 31. If you are in doubt about any of the items of 
this report, look up the instructions for previous reports. Ex- 
amine each paper and each page of your work carefully to see 
that there is nothing to which your teacher can object when he 
examines your work. Hand your teacher your report, your 
voucher and cash envelopes, and your blank books. 

185. Directions. — After the preceding report has been approved by 
your teacher, you may close your work for the month, taking the 
several steps in the following order : 

1. Close your journal. 

2. Close your cash book. 

3. Close your sales book. 

4. Close your purchase book, as explained in §186. 

5. Leave your pass book at the bank and request that it be 

balanced. 

6. Post the transactions for this exercise. See instructions in §186 

for posting from your purchase book. In posting a purchase 
or a sale to a personal account, enter the terms of credit in 
the explanation column. 

7. Check your postings. 

8. Prove your bill book, as explained in §187. 

9. Take a trial balance. 
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10. Prepare a statement of your inventory. You will find a list of 

the items below. The value of your merchandise is to be 
based upon the last invoice price of each article. 

11. Prepare a statement of losses and gains and a statement of 

resources and liabilities, and submit them to your teacher for 
approval. 

12. After these statements have been approved, close the necessary 

accounts to transfer the net gain or loss to the proprietor's 
account. Remember to close the account with merchandise 
discount first and the proprietor's account last. 

13. Call for your pass book and prove it. 

14. Examine your work carefully to be certain that there are no 

errors in it and that you have not omitted any dates, rulings, 
footings, posting marks, or closing entries. 

15. Present your work to your teacher for approval. 

You have the following property on hand : 

Carpets : 

193 yds. Wilton 1137 yds. Matting 

891 " Ingrain 230 " Velvet 

255 " Moquette 1081 " Tapestry Brussels 

762 " Body Brussels 2691 " Lining 

Furniture : 

9 Mahogany Chamber Sets 7 Oak Dining-room Sets 

10 Oak " " 4 Mahogany Reception Sets 

5 Mahogany Bureaus 5 " " Tables 

5 Oak " 7 Oak Rockers 

4 Mahogany Beds 3 " Chairs 

3 Oak " 5 " Dining Tables 

5 Mahogany Dining-room Sets 4 " Libraiy " 
Office Furniture at cost, less 10 % for depreciation 

Office Safe at cost. 

Furniture, machinery, etc., lose value as soon as they are used, and 
only in rare instances can they be sold for the first cost ; therefore 
when an inventory is taken there must be an allowance for depre- 
ciation. The office safe included in the above inventory was bought 
at second-hand and ought to be worth as much now as when it was 
purchased, therefore no allowance has been made for depreciation in 
this case. 
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186. Posting from the Purchase Book. — An account should be 
opened with each person or firm from whom merchandise has been 
bought, and the amount of each purchase should be posted to the credit 
of the person or firm from whom it was bought. 

In the folio column of the purchase book enter the page of the 
ledger to which the item is posted, and in the folio column of the 
ledger enter the page of the purchase book from which the entry is 
posted. In the explanation column of the account write, <?. ff., to indi- 
cate that the entry has been posted from the purchase book. 

Foot the amount column in the purchase book, and, as this repre- 
sents the cost of the merchandise bought during the month, post this 
footing to the debit side of the merchandise account. The illustration 
on page 142 shows the manner of closing the purchase book when the 
entries in this book are to be posted. 

You will observe that the manner of posting from the purchase 
book is just the reverse of the manner of posting from the sales book, 
and that the amount posted to the debit side of merchandise account is 
the sura of the amounts posted to the credit side of the ledger from 
this book, so that the equality of debits and credits in the ledger is 
maintained. 

Remember that no matter how many or what variety of books may 
be used in double entry bookkeeping, the sum of the debits in the 
ledger must always equal the sum of the credits. 

187. Proving the Bill Book. — The total of the unpaid bills payable, 
as shown by your bill book, should agree with the balance of bills 
payable account in your ledger. The total of the unpaid bills receiv- 
able, as shown by your bill book, should agree with the balance of bills 
receivable account in your ledger. You can also prove your bills 
receivable by comparing this balance with the amount of other persons' 
written promises to pay money which you have in your possession. 

188. Directions. — The transactions that follow are a continuation 
of the business for March, and you will use the same books and man- 
age the business in the same manner. 

Transactions. 

No. 91. April 1. You may prepare and mail statements of your customers' 
unpaid accounts, as you have done on the first day of each 
month in the past. 
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No. 93. April 1, Send the Western Furniture Co. a check to pay their invoice 
of March 13. 

No. 93. Apr^ 3, This invoice, dated March 31, shows a purchase from the 
Connecticut Carpet Co., amounting to $ 5457.72, on the follow- 
ing terms : 60 days, 2 % 30 days, 5 % 10 days. 

No. 94. April S. Give J. H. Vance a check for $222.50 to pay his bill for 
freight and cartage. 

Such items as this should, if possible, be paid during the month in which 
the expense is incurred, so that the statement for the month may show all of 
the expenses for the month. 

No. 95. April S. Sell Henry O. Sheldon for cash less 2^ %, to be delivered 
to him at the Commercial Exchange, 1 mahogany chamber set, 

1 mahogany reception set, 1 mahogany dining-room set, 4 oak 
chamber sets, and 1 library table. 

No. 96. April S. Receive a check from Henry F. Williams, in full of accoiuit. 

No. 97. AprU 4- Receive a check for $250 from O. J. Mitchell, to apply on 
account. 

No. 98. AprU 4. Deposit the two checks that you hold and $ 500 in currency. 

No. 99. April 5, This is an order from Milton J. Davis, of Toledo, O., for 
200 yds. Wilton, 250 yds. matting, 250 yds. tapestry Brussels, 

2 mahogany chamber sets, and 3 oak chamber sets. You may 
ship the goods C.O.D. after reading the instructions that follow 
on page 157. 

This transaction is of course a cash sale, therefore Mr. Davis is entitled to 
your cash terms. You may allow him a discount of 5 % on the carpets and 5 % 
and 2| % on the furniture. These discounts should be deducted from the bill 
and in the sales book. 

Such sales as this are usually debited to C.O.D. account instead of the per- 
son to whom they are shipped. The following illustration shows the usual 
form for the sales book entry for a transaction of this sort: 



C.O.D., Milton J. Davis, Toledo, 0. 
100 yds. Axminster 1.95 
100 " Moquette 1.72^ 

Less 5 % and 2^ % 

1 Oak Dining-room Set 
Less 5 % 



195.00 
172.50 


340 
66 


40 
50 


406 


367.50 
27.10 

70.00 
3.50 





)90 



Tou may open a C.O.D. account in your ledger and post this item to this 
account, as shown in the following illustration: 
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COD. 



1908 

Apr. 



M. J. Davis 



14 



406 



96 



189. C.O.D. Shipments. — It is frequently desirable to secure the 
payment for goods before they are delivered to the purchaser. When 
such shipments are made by express, the express company will collect 
the money before delivering the goods, and forward the money to the 
shipper less a small charge for its services. The expression C.O.D. 
means collect an delivery. 

When C.O.D. shipments are made by freight, the goods may be 

shipped to the order of a bank, a sight draft for the amount of the bill 

drawn in favor of the bank and attached to the bill of lading, and 

the draft and bill of lading sent to the bank with instructions to 

coUect the draft before delivering the shipping receipt. This makes it 

impossible for the purchaser to obtain the goods without first paying 

for them, as the railroad company will not deliver the goods to him 

until he presents the bill of lading. 

You may ship these goods to the order of Walter Howe, Cashier of the 
First National Bank of Toledo, and draw a sight draft in his favor for the net 
amount of the bill. Prepare a shipping receipt, as instructed for the 16th 
transaction on page 116, and in the column for the consignee's name write, 

S'ot&cLo, a. Inclose the draft and the shipping receipt in a letter to Walter 
Howe, Cashier, with instructions not to deliver the shipping receipt to Mr. 
Davis until the draft is paid. Write a letter to Mr. Davis, inclosing the bill 
and advising him of the manner in which the goods have been shipped. 

Ko. xoo. AgriX 6. John D. Wilson has agreed with Mr. Bid well to accept 
a draft at 30 days from April 1 for the balance of his account. 

Draw the draft in favor of Mr. Bidwell, following the form on page 139, 
and present it to Mr. Wilson at the Commercial Exchange for acceptance. 
The draft should be dated April 1, but the acceptance will be dated to-day. 
Do not forget the necessary entries in your journal and bill book. 

No. 101. April 7. A. C. Collins has paid his acceptance, which was due to- 
day in currency. 

Write across the face of the acceptance, ^aici, CO^viZ 7, /9 — / w^d 
your signature as attorney for Mr. Bidwell. 
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No. 102. April 7. John D. Sharp's acceptance is due to-day at the Com- 
mercial Exchange, and you may present it there for payment. 

No. 103. April 8. A check should be mailed to the Connecticut Carpet Co. 
to-day, in order to entitle you to the discount of 5 % on their 
last invoice. In order to do this and leave a good balance in the 
bank, Mr. Bidwell has arranged with the Merchants' Bank to 
discount his note at 20 days for $3000. As the bank requires 
that this note be indorsed, Mr. Bidwell has arranged with K. K. 
Baker to indorse the note. Bead the instructions that follow. 

190. Bank Loans. — A person who desires to borrow money of a 
bank must usually transfer to the bank some property of sufficient 
value to secure the loan, called collateral security ; or he must have 
his paper indorsed by some one who is financially responsible for the 
amount of the loan. As you have already learned in § 152, this in- 
dorsement makes the indorser responsible for the payment of the note 
in case the maker does not pay it at maturity. 

When a bank makes a loan, it usually collects the interest in 
advance for the time the loan is to run, deducting the interest, or bank 
discount as it is called, from the face of the note and advancing the 
difference to the borrower. 

Banks prefer to have a note of this character made payable to the order of 
the indorser ; therefore you may write the note in fa?or of R. K. Baker and 
ask the clerk at the Commercial Exchange to indorse the note for Mr. Baker. 
Make the note payable at the Merchants* Bank. 

Prepare a discount memorandum, pin this to the note, and present these 
and your pass book to the bank. The bank will give you credit for the pro- 
ceeds, as if you had made a deposit of that amount, and you must enter the 
proceeds on the stub of your check book and add it to your former balance. 

You can better afford to borrow the money for this purpose than to lose the 
discount' on the invoice of the Connecticut Carpet Co. Another reason for 
borrowing the money, if necessary, for this purpose, is that it injures a busi- 
ness man^s credit with manufacturers and jobbers if he fails to take advan- 
tage of the discounts which they offer for the prompt payment of bills. 

Pupils are often confused by transactions of this sort. This is a cash trans- 
action, therefore the entry must be in your cash book. You have neither 
received money from, nor paid money to, R. K. Baker, therefore you are not 
to make any entry in his account. You have issued your written promise to 
pay money, therefore the note is a bill payable. 

The transaction is the same as if the bank had paid the proceeds of the note 
to you in cash and you had then deposited the money in the bank, therefore 
you have received cash in exchange for a bill payable and Bills Payable must 
be credited. The following illustration shows the form of the entry to be 
made on the debit side of your cash book : 
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Bills Payable 



Dis. my note at 20 
days at Mer. Bk. 



3000 



The disconnt on 9 8000 for 20 days is 9 10, and, since yon are paying this 
sum *to the bank for this loan, you must debit Discount in your cash book. 
The following illustration shows the form of the entry to be made on the 
credit side of your cash book for this discount : 



Discount 



On my note at 20 days 
at Mer. Bk. 



10 



Do not forget the entry in your bill book. This entry should show the 
name of the indorser as well as the name of the maker of the note. 



No. Z04. April 8. Send the Connecticut Carpet Co. a check to pay their 
invoice of March 31. 

No. 105. April 10. A. B. Cole is unable to pay his note for $89 and interest 
which is due to-day, and he has arranged with Mr. Bidwell to 
give his check for the interest and $ 39 of the principal, and to 
give a new note at 30 days with interest for the balance. 

One of the best ways to record a transaction of this sort is to make three 
entries : one in the journal, debiting the maker of the note, and crediting 
Bills Receivable and Interest, as shown in the following illustration : 



A. B. Cole 
Bills Receivable 
Interest 



His note of Feb. 9 and 
interest due to-day 



89 



89 



89 



89 



A second entry is made in the cash book, crediting the maker for the 
cash paid. A third entry is made in the journal, debiting Bills Receivable 
and crediting the maker for the new note, as shown in the following illus- 
tration : 



Bills Eeceivable 
A. B. Cole 



His note at 30 days from 
date with interest for 
balance of his old note 



60 



50 



You may make the above entries in your books. Make the following 
memorandum of the payment of this note in your bill book, ^atcL (yu 
€OL^ ouyid n&w- yiot& lov f60. Do not forget to enter the description 
of the new note in your bill book. 
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Ko. 1 06. April 11, This New York draft is to pay for the G.O.D. shipment 
of the 5th inst. to Milton J. Davis^ less the bank's charge of 
$ 1.50 for exchange. 

Follow the instractions for the 85th transaction on page 152, except that 
you will credit C.O.D. account instead of Milton J. Dayis. 

No. Z07. April 11. Deposit the two checks on hand and $500 in currency. 

No. Z08. April 12. Discount at the Merchants' Bank, John D. Wilson's ac- 
ceptance which you received the 6th inst. 

This transaction is similar in some respects to No. 103. You may prepare 
a discount memorandum in the same manner and present the acceptance to 
the bank for credit. Do not forget the entries to be made on the stub of 
your check book and in your cash book. In your bill book write the date 
and, JbU^t^wntul at '/VieAAAa/yitA/ Ba/nlo. 

No. 109. April 15, This telegram calls for immediate attention, and as you 
are unacquainted with the sender, Arthur M. Moody, you may 
ship the 200 yds. lining which he desires by express, C.O.D. 

This transaction is similar to No. 99, but the shipment is to be made by 
express instead of by freight The bill that you make out should be receipted, 
so that the expressman can give a receipted bill when he delivers the goodF. 
Inclose the receipted bill in a C.O.D. envelope and file it with your Vouchers 
for Others, Your entry will be similar to the entry for the 99th transaction. 

No. xio. April 17, This invoice, dated April 14, shows a purchase from the 
Kattan Furniture Co., amounting to $950, on the following 
terms: 60 days, 3 % 20 days. 

Always verify and check each of the computations on an invoice before 
making the necessary entry and filing the invoice. 

Eighth Report ApiH 17, Remember that you are to do no advanced work 
until this report has been approved by your teacher. 

No. III. April IS, Samuel Barnes, of 247 Euclid Ave., has worked 119 J 
hours cleaning the store and is to be paid at the rate of 12^ f 
an hour. He has taken in payment, 34 yds. matting, 17 yds. 
ingrain, and 51 yds. lining, and has paid the balance of $ 24.50 
in cash. 

This transaction calls for entries in three books: one in the sales book 
for the sale, one in the cash book for the cash received, and a third in the 
journal for the labor. It will be well to open an account with Mr. Barnes 
and carry each of these items into his account. When all the entries have 
been posted, his account should balance. 

The following illustration shows a receipted bill like the one to be delivered 
to Mr. Barnes : 
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Sybacuse, N.Y., tZ^/Ul f8, 190(5'. 

86 ^AeAX/yuut ^tie&t. 

Bought of Hbnby a. Bidwell. 



^6 ycU^, <^7i(fia>vw 



@ 75i 



/8 



76 



38 



/7 



if 



76 
3/ 



c?5t B. 



Wo. 112. April IS ^ Give Mr. Bidwell $21.25 in currency to cover his ex- 
penses on a trip to buy goods, per memorandum on your voucher 
pad. 

No. 113. April 19. This is a bill from A. C. Davis, of 219 Maple St., 
amounting to $95, for counters and shelves for the store. 
Mr. Davis has agreed to buy goods in part payment, therefore 
you need not pay the bill now but may credit his account 
with the amount. 

No. 114. April 19, Accept a draft drawn by the Eattan Furniture Co., pay- 
able to themselves, for the amount of their invoice of the 14th 
inst., less 3 %, bearing the same date as the invoice, and pay- 
able 20 days after date. 

Verify the computations to be sure that the amount of the draft is correct, 
and in accepting the draft make it payable at the Commercial Ifixchange. Do 
not forget the entry in your bill book in addition to the journal entry. Inclose 
the draft in a letter addressed to the Rattan Furniture Co. 

By this transaction you do not have to pay the amount of this invoice any 
sooner than would have been necessary in order to receive the discount of 3 %, 
while the drawers are in possession of a bill receivable which they can discount 
at a bank, if they are in need of money. 

No. 115. April 21. This invoice, dated April 17, shows a purchase from 
Wm. Morris & Co., amounting to $ 980, on the following terms ; 
60 days net, 2 % 20 days. 
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If 0. z z6. AprU 21. This express money-order for $ 20 is for the C.O.D. 
shipment of the 15th iust. 

As you instructed the express company to collect the return charges, there 
are no charges for you to pay. Formerly express companies returned to the 
shipper the actual money received for a collection, but now the principal com- 
panies mail the shipper an express money-order for the proceeds of the collec- 
tion. These money-orders are as desirable as bank drafts and may be cashed 
or deposited in the same manner. 

Ko. 1x7. AprU 22, Sell A. C. Allen & Bro., of 621 State St., 150 yds. Wilton 
^ and 375 yds. tapestry Brussels. Make the terms, 30 days net, 

2| % for cash. 

Ko. 118. April 23. Sell John C. Anderson, of 261 Walnut St., 2 mahogany 
chamber sets, 2 oak chamber sets, 1 mahogany dining-room set, 
/ 144 yds. Wilton, 115 yds. body Brussels, 85 yds. Axminster, and 

250 yds. lining. Make the terms, 30 days net, 2^ % for cash. 

Wo. 119. April 24' Receive a check from A. C. Allen & Bro. for the goods 
sold them the 22d inst., less the cash discount. 

^ No. 130. April 25, Deposit all the cash you have on hand except $ 100. 

Ko. zai. April 25. Draw a draft at 5 days after sight on 0. J. Mitchell, in 
favor of Wm. Morris & Co., for the balance of Mr. Mitchell's 
account, and send it to Morris & Co. to apply on account. 

Write a letter to Mr. Mitchell, advising him of the draft and requesting 
him to meet it. Inclose the draft in a letter to Morris & Co., requesting them 
not to protest the draft in case it is dishonored. The entry for this transaction 
should be made in your journal. 

Ho. 122. April 26, Receive an order from W. J. Campbell for 1 mahogany 
chamber set, 2 oak chamber sets, 1 oak dining-room set, 1 
mahogany reception set, 250 yds. ingrain, 400 yds. Axminster, 
and 250 yds. body Brussels. 

You may allow him a special discount of 2\% on the furniture. See illus- 
tration for the sales book entry on page 166. Make the terms, Cash less b% 
Do not forget to prepare the necessary shipping receipt and to file all papers 
in the proper places. Write Mr. Campbell that you have only one oak cham- 
ber set in stock, but that you have telegraphed an order to have two shipped 
direct to him at once. 

No. 123. April 26. Telegraph the Western Furniture Co., of Grand Rapids, 
Mich., to ship 2 oak chamber sets, No. 872, to W. J. Campbell 
at once. Pay 35 ^ for sending the telegram. 

191. Telegrams are iised very extensively in business. There is a 
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minimum charge, varying with the distance, for a message of ten words 
or less, with an additional charge for each word in excess of ten. No 
charge is made for the date, the address of the party to whom the mes- 
sage is sent, or the signature of the sender. 

As the cost of sending a telegram depends upon the number of 
words sent, the message should be made as concise as possible by omit- 
ting all unnecessary words. Numbers should be expressed with words 
and not with figures. While it is important that the telegram be as 
brief as possible, serious mistakes may result if the meaning of the mes- 
sage is not absolutely clear. 

In order to guard against errors in transmission the sender may have 
the telegram repeated back to the sending office at a small additional cost. 
When this is done, the message is compared with the original, and if the 
the message has not been correctly transmitted, the errors are corrected. 

* Model Telegram. 

Form No. 2. 

THE WESTERN UNION TELEGRAPH COMPANY. 

INCORPORATED 

23,000 0ITI0E8 IN AMEBIOA . OABLE SEB VIOE TO ALL THE WOULD. 
ROBERT C. CLOWRY, President and General Managrer. 



Receiver's No. 



Time Filed 



Check 



or Kin the following nuMsage sub- 1 

IJ;! r^ltr.irS: [ Rochester. N.Y.. Aug. 27, ] QqS 

To "^'^® Michigan Furniture Co., 



Grand Rapids, Mich. 



Ship fast freight six solid 

mahogany bureaus number nineteen. 



Henry A. Bidwell. 



t2^ READ THE NOTICE AND AGREEMENT ON BACK. -iSl 

You will find some telegraph blanks in your package of business forms, and 
you may use one of these in writing the telegram to the Western Furniture Co. 
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No. 124. April 28. Mr. Bid well's note of the 8th inst. is due to^lay, and in 
order to provide sufficient funds for its payment he has arranged 
with the bank to discount a new note at 30 days for $ 1000. 

Read again the inRtructions for transaction No. 103. Write the new note, 
and, as it will have to be indorsed, present it to the clerk at the Commercial 
Exchange and ask him to indorse it for R. K. Baker, the indorser of the old note. 

Prepare a discount memorandum for the new note, write a check for the old 
note, and present the check and the note at the Merchants* Bank and pay the 
old note. There will be entries in your cash book, check book, and bill book. 

Wo. 125. April 28, This invoice from the Western Furniture Co., dated 
April 26, for $ 88, is for the goods ordered by telegram the 26th 
inst. The terms are, 60 days net, 2 % 20 days. 

No. 126. April 29. Give J. H. Vance a check for % 88.50 to pay his bill for 
freight and cartage for the month. 

No. 127. April 29, Write a check for the rent for the month. 

No. 128. April 30, Give Wm. C. Brown $40 in currency to pay his salary 
for the month. 

No. 129. April 30. Write a check for your own salary for the month. 

No. 130. April 30, Wm. Morris & Co. have returned the draft on 0. J. Mitch- 
ell which you sent them the 25th inst. 

Ask your teacher to have the draft returned to you. As 0. J. Mitchell has 
refused to pay the draft, you must make a counter entry in your journal to 
balance the entry which you made when you drew the draft. The following 
illustration shows the form for this entry in your journal. 



0. J. Mitchell 
Wm. Morris & Co. 



Morris & Co. have re- 
turned the draft of 
the 25th on Mitchell. 
Payment refused. 



234 



59 



234 



59 



192. A Counter Entry is one which will put your accounts in the 
same condition as if the first entry had never been made. A counter 
entry may be used for such transactions as the last, and it may be 
used to correct an error instead of canceling the entry by ruling it out 
as explained in § 102. 

Ninth Report. April 30. Examine each voucher and each page of your work 
carefully, to be certain that there is nothing to which your 
teacher can object when he examines your work. Hand your 
teacher your report, your voucher and cash envelopes, and 
your blank books. 
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193. Directions. — After this report has been approved, you may 
close your work for the month, taking the several steps in the order 
indicated in § 185. 

You have the following property on hand : 

Carpets : 

695 yds. Wilton 510 yds. Axminster 



624 " Ingrain 


853 «. Matting 


1265 " Moquette 


1229 « Velvet 


397 " Body Brussels 


456 " Tapestry Brussels 


2190 " Lining 




Furniture : 




3 Mahogany Chamber Sets 


3 Oak Chairs 


1 Oak Chamber Set 


5 " Dining Tables 


5 Mahogany Bureaus 


3 " Library " 


6 Oak 


10 Rattan Reception Sets 


4 Mahogany Beds 


10 « « Couches 


3 Oak « 


10 « « Rockers 


6 Oak Dining-room Sets 


10 " " Chairs 


3 Mahogany Dining-room Sets 


10 Turkish Couches 


2 Mahogany Keception Set 


10 " Rockers 


6 " " Tables 


10 " Chairs 


7 Oak Rockers 




Office furniture at cost, less 15 % for 


depreciation 


Office Safe at cost . 




Counters and Shelves at cost, less 10 


% for depreciation. 



Questions. 

1. What is a draft? 

2. What is the parpoae of a draft ? 

3. What right has one man to draw a draft on another? 

4. What is an acceptance ? 

5. Are sight drafts ever accepted? 

6. Explain the difference between a draft payable a certain time after sight 

and one payable a certain time after date. 

7. Why is it better to make no entry for a sight draft until it has been paid ? 

8. Describe the use of a bank draft. 

9. What is the advantage of having a bank draft made out in your own favor 

when you intend to remit it to another ? 

10. Will a draft or a note payable three months after July 1 mature at the same 
time as a similar paper payable 90 days after July 1 ? 
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11. Explain the difference between a C.O.D. shipment by express and a C.O.D. 

shipment by freight. 

12. What is collateral security? 

13. What are the advantages of a purchase book ? 

14. How do you prove your bill book ? 

15. Why should the account with merchandise discount be closed into mer- 

chandise account ? 

16. Why should the proprietor's account be the last one to be closed when you 

close your ledger ? 

17. If immediately after the preparation of a statement, showing a present 

worth of 95175, you should pay a bill payable for 92000 and collect a 
bill receivable for 91000, how much would your present worth be changed ? 

Furniture Price-Lists. 

In Exercises XIII and XIV a chamber set includes a bed, bureau, 
chiffonier, and dressing table; a dining-room set incl'ides a dining 
table, sideboard, and china closet ; and a reception set includes a couch, 
an arm chair, and a rocker. These are called sets bei^ause they are 
manufactured of the same kind of wood and have the same general 
style and finish. They are not listed as sets on your invoices, but the 
pieces belonging to a set all have the same catalogue number, and 
these numbers are shown in the invoices. 



Mahogany Chamber Set . . 
** Dining-room Set 
** Reception Set . 
** Keception Table 
*» Bureau . 
Bed . . 
Oak Chamber Set 
" Dining-room Set 
** Rocker . . . 
" Chair. . . . 
" Library Table . 
♦♦ Dining Table . 
" Bureau . . . 
»* Bed . . . 
Rattan Reception Set 
" Couch . . 
" Rocker . . 
*» Cliair . . . 
Turkish Couch . . 
" Rocker . . 
" Chair . . 



3116.00 
138.00 
91.00 
22.00 
64.00 
42.00 
66.00 
76.00 
10.20 
10.20 
21.00 
37.00 
33.00 
23.00 
60.00 
27.00 
16.80 
16.80 
66.00 
38.00 
38.00 



3119.00 
142.00 
94.00 
23.00 
66.00 
43.00 
64.00 
74.00 
9.80 
9.80 
20.00 
36.00 
32.00 
22.00 
62.00 
28.00 
17.20 
17.20 
64.00 
87.00 
37.00 



3122.00 
146.00 
97.00 
24.00 
68.00 
44.00 
62.00 
72.00 
9.40 
9.40 
19.00 
35.00 
31.00 
21.00 
64.00 
29.00 
17.60 
17.60 
62.00 
36.00 
36.00 



M28.00 
154.00 
103.00 
26.00 
62.00 
46.00 
68.00 
68.00 
8.60 
8.00 
17.00 
33.00 
29.00 
19.00 
68.00 
31.00 
18.40 
18.40 
68.00 
34.00 
34.00 



3131.00 
158.00 
106.00 
27.00 
64.00 
47.00 
66.00 
60.00 
8.20 
8.20 
16.00 
32.00 
28.00 
18.00 
70.00 
32.00 
18.80 
18.80 
66.00 
33.00 
33.00 



3134.00 
162.00 
109.00 
28.00 
66.00 
48.00 
54.00 
64.00 
7.80 
7.80 
15.00 
31.00 
27.00 
17.00 
72.00 
33.00 
19.20 
19.20 
54.00 
32.00 
32.00 
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Furniture Pricb-Lists. 





7 


8 


9 


10 


11 


12 


Mahogany Chamber Set . . 


9180.26 


9126.60 


9122.76 


9118.25 


8116.76 


9121.26 


" Dining-room Set 


157.00 


162.00 


147.00 


141.00 


139.00 


146.00 


" Reception Set . . 


106.26 


101.60 


97.76 


93.25 


91.76 


96.26 


•* Reception Table . 


26.76 


26.60 


24.26 


22.75 


22.25 


23.75 


*» Bureau .... 


63.60 


61.00 


68.60 


66.50 


54.50 


57.50 


Bed 


46.76 


46.60 


44.26 


42.75 


42.25 


43.75 


Oak Chamber Set . . . . 


66.60 


59.00 


61.60 


64.50 


65.60 


62.50 


»» Dining-room Set . . . 


66.60 


60.00 


71.60 


74.50 


75.50 


72.60 


" Rocker 


8.30 


8.80 


9.30 


9.90 


10.10 


9.50 


•* Chair 


8.30 


8.80 


9.30 


9.90 


10.10 


9.50 


" Library Table . . . . 


16.26 


17.60 


18.76 


20.25 


20.75 


19.26 


" Dining Table . . . . 


32.26 


33.60 


34.76 


36.25 


36.75 


86.26 


*' Bureau 


28.26 


29.50 


30.76 


32.25 


32.75 


31.26 


"Bed 


18.26 


19.60 


20.75 


22.25 


22.75 


21.26 


RatUn Reception Set . . . 


60.60 


67.00 


64.60 


61.50 


60.50 


63.50 


•» Couch 


31.76 


30.60 


29.26 


27.75 


27.25 


28.76 


*» Rocker 


18.70 


18.20 


17.70 


17.10 


16.90 


17.50 


*' Chair 


18.70 


18.20 


17.70 


17.10 


16.90 


17.50 


Turkish Couch 


66.60 


59.00 


61.60 


64.50 


65.60 


62.50 


»* Rocker 


33.26 


34.60 


35.76 


37.25 


37.76 


36.25 


" Chair 


33.26 


34.60 


85.75 


37.25 


37.75 


36.25 





13 


14 


15 


16 


17 


18 


Mahogany Chamber Set . . 


9125.00 


9129.60 


9128.76 


9123.60 


9124.25 


9132.50 


** Dining-room Set . 


160.00 


156.00 


155.00 


148.00 


149.00 


160.00 


♦* Reception Set . . 


100.00 


104.50 


103.75 


98.50 


99.25 


107.50 


" Reception Table . 


25.00 


26.60 


26.25 


24.50 


24.75 


27.50 


*» Bureau .... 


60.00 


63.00 


62.50 


59.00 


69.60 


65.00 


Bed 


45.00 


46.50 


46.25 


44.60 


44.75 


47.60 


Oak Chamber Set . . . . 


60.00 


67.00 


57.50 


61.00 


60.60 


55.00 


»* Dining-room Set . . . 


70.00 


67.00 


67.50 


71.00 


70.50 


66.00 


»* Rocker 


9.00 


8.40 


8.50 


9.20 


9.10 


8.00 


" Chair 


9.00 


8.40 


8.50 


9.20 


9.10 


8.00 


" Library Table .... 


18.00 


16.50 


16.75 


18.60 


18.25 


15.50 


»* Dining Table . . . . 


34.00 


32.50 


32.76 


34.50 


34.26 


81.60 


" Bureau 


30.00 


28.50 


28.76 


30.50 


30.25 


27.50 


"Bed 


20.00 


18.50 


18.76 


20.50 


20.25 


17.50 


Rattan Reception Set . . . 


66.00 


60.00 


68.50 


65.00 


65.60 


71.00 


»* Couch 


30.00 


31.60 


31.25 


29.50 


29.76 


32.50 


♦» Rocker 


18.00 


18.60 


18.50 


17.80 


17.90 


19.00 


" Chair 


18.00 


18.60 


18.50 


17.80 


17.90 


19.00 


Turkish Couch 


60.00 


67.00 


57.50 


61.00 


60.50 


55.00 


*» Rocker 


35.00 


33.50 


33.75 


35.60 


85.25 


82.50 


Chair 


35.00 


33.60 


33.75 


86.50 


35.25 


32.50 
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Furniture Price-Lists. 





19 


20 


21 


22 


23 


24 


25 


Mahogany Chamber Set 


1125.76 


1127.25 


1119.75 


9133.26 


9131.75 


9120.60 


9117.50 


** Dining-room Set 


151.00 


153.00 


143.00 


161.00 


159.00 


144.00 


140.00 


*^ Reception Set . 


100.75 


102.25 


94.75 


108.25 


106.75 


95.60 


92.50 


** Reception Table 


26.25 


25.76 


23.26 


27.75 


27.25 


28.50 


22.50 


" Bureau . . . 


60.60 


61.50 


56.50 


65 50 


64.50 


57.00 


55.00 


Bed 


45.25 


46.76 


43.26 


47.76 


47.26 


43.50 


42.50 


Oak Chamber Set ... . 


69.60 


68.50 


63.50 


54.60 


55.50 


63.00 


65.00 




' Dining-room Set . . 


60.60 


68.60 


73.60 


64.60 


66.50 


73.00 


75.00 




* Rocker 


8.00 


8.70 


9.70 


7.90 


8.10 


9.60 


10.00 




» Chair 


8.00 


8.70 


9.70 


7.90 


8.10 


9.60 


10.00 




* Library Table . . . 


17.75 


17.26 


19.76 


16.25 


15.76 


19.50 


20.50 




• Dining Table. . . . 


33.75 


33.25 


36.75 


31.26 


81.76 


35.50 


36.50 




» Bureau 


29.75 


29.26 


31.75 


27.25 


27.75 


31.50 


82.50 




• Bed 


19.75 


19.26 


21.75 


17.25 


17.75 


21.60 


22.50 


Rattan Reception Set . . 


66.60 


67.60 


62.60 


71.50 


70.50 


63.00 


61.00 


" Couch 


30.25 


30.75 


28.26 


32.75 


32.25 


28.60 


27.50 


" Rocker 


18.10 


18.30 


17.30 


19.10 


18.90 


17.40 


17.00 


" Chair 


18.10 


18.30 


17.30 


19.10 


18.90 


17.40 


17.00 


Tarkiflh Couch 


59.60 


58.50 


63.50 


64.50 


65.60 


63.00 


66.00 


»» Rocker .... 


34.76 


34.25 


36.75 


32.25 


32.76 


36.50 


37.50 


" Chair 


34.75 


34.25 


36.76 


32.26 


32.75 


36.60 


37.50 



EXERCISE XrV. 
SFEOIAL OOLUMIT BOOKS. 

194. The special purpose of this exercise is to illustrate the use of 
books with special columns, and incidentally to illustrate a method for 
keeping the accounts of a department store. In such a store separate 
accounts are kept with the several kinds of goods carried, in order to 
show the net gain or loss from each. The business of the last exercise 
will be continued, and this naturally divides into two departments, — 
Carpets and Furniture. 

195. Several new bookkeeping features will be introduced: you 
will use a general ledger, a sales ledger, and a purchase ledger ; and 
special columns will be used in your cash book, sales book, and journal. 
This subdivision of the ledger carries the classification of transactions 
a step farther and also facilitates the location of errors in trial balances, 
for, as you will learn later, each ledger can be proved by itself. 

The use of special columns in books of original entry saves labor in 
posting in the same way that it is saved by the use of the cash and 
sales books, as similar transactions are extended into the special 
columns and only the totals are posted. The illustrations in this exer- 
cise show only a few of the many purposes for which special columns 
may be used in books of original entry. 

You will not keep an account with Merchandise this month, but in 
its place you will have an account with Furniture and one with Car- 
pets. Freight and cartage and merchandise discounts will be accu- 
rately distributed, so that at the end of the month it will be possible 
to show the net gain or loss on each class of merchandise. 

196. The Special Column Sales Book used in this exercise shows a 
method for classifying sales by departments. You will note that the 
illustration on the next page has four columns : the first two of these 
have the same uses as in the sales book with which you are already 
familiar, and the others show the distribution of sales by departments. 
At all times the sum of the footings of the distribution columns must 
equal the sum of the second column. 
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Special Column Sales Book. 



July i, 190S. 



L.r. 



ITKHS. 



TOTAUI. 



CABPKT8. 



Furni- 
ture. 



74 



69 



Baker & Allen, Albany, Cash less 
5% 
160 yds. Wilton, 2.20 

200 yds. Tapestry, 83^ 

3 

John C. Anderson, City, 30 days 
60 yds. Body Brussels, 1.26 

1 Oak Chamber Set, 

2 Oak Dining Tables, 36.76 



76 



29 
36 
37 



Fred H. Davidson, 

Cash less 6% 

1 Turkish Couch, 

1 Turkish Kocker, 

Less 2^% 

24 yds. Velvet, 

28 yds. Axminster, _ 

12 
A. H. Hastings, City, On % 

1 Oak Chamber Set, 

2 Oak Rockers, 

1 Turkish Couch, 
16 
Chas. E. Mize, City, 30 days 
40 yds. Velvet, 
1 Oak Dining Table, 

Sales Ledger, 
To Carpets, 
Furniture, 



Lockport, 

66.60 
37,76 



103.26 
2.68 



1.26 
1.66 



8.90 



1.26 



Dr. 
Cr. 
Cr. 



330 
166 



63 
60 
73 



100 

30 
46 



69 
17 
60 



60 
35 



1082 



1082 



60 



67 



20 



50 



496 



196 



176 



127 



85 50 



60 



87 



30 



496 



63 



76 



20 



60 



1082 17 



17 



17 



686 
396 

1082 



685 



20 



133 



50 



100 



67 



127 



30 



36 



60 



396 
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Special Column JouRKALi 



April U, 1908. 



Purchase 












8ALB8 


LXDOBR. 


SUHDRT. 


L.F. 




L.F. 


SUXDRT. 


Lrdorb. 


1243 


24 


601 


99 




Brought forward, 




1243 


67 


601 


56 


175 




600 




78 
2S 


H. C. James, To Bills Pay. 

Gave him our note at 30 

days in full of %. 

17 

Bills Rec, To A. D. Cushman 

Rec'd his note at 60 days 

with interest on %. 

20 


24 
84 


176 




600 








28 


50 


15 


Mdse., To Arthur & Co. 
Returned for credit, 
50 bu. wheat, 57^ 
22 


81 






28 


60 






125 




21 


Office Furniture, To Horse 














1 






and Wagon 


19 


126 


















Made an even exchange 






















with Chas. Henry for a new 






















safe. 






















26 












600 










H. A. Hall, To Geo. Wilson 
Drew sight draft on Wil- 
son in favor of Hall to 
apply on %. 
29 








600 




47 










Edwin Rice, To Mdse. 
Returned for credit, 
100bu.com, 47^ 
30 




47 








275 


50 








R. T. Taylor, To Bills Pay. 
Accepted his draft at 60 
days after sight in favor 
of E. T. Sampson, to 
balance %. 




275 


60 






2240 


7A 


2240 


74 


13 


Purchase Ledger, Dr. 
Sales Ledger, Cr. 




1630 
3396 


06 
23 






^^■±U|. » 


1630 








06 




3396 


23 
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197. The Special Column Journal used in this exercise has only two 
special columns, one for Purchase Ledger and the second for Sales 
Ledger. At the end of the month, or at any time when the journal is 
balanced, the total of the two debit columns must equal the total of 
the two credit columns. See illustration on the preceding page. Spe- 
cial columns may be introduced in the journal for any purpose. The 
number that may be used is limited only by the size of the book. 

198. The Special Column Cash Book used in this exercise illustrates 
the value of special columns for saving time and labor in posting. The 
uses of the several columns are indicated by their headings. 

On the debit side the sales ledger column shows the gross amount 
of each bill for which payment is received, and the merchandise dis- 
counts are distributed in the two discount columns. The net cash 
received from each customer and all items that do not belong in one of 
the special columns are carried into the last column. Cash sales are 
distributed by departments. The use of the special columns on the 
credit side is similar to the use of the columns on the debit side. 

At the end of the month each of the columns is footed, and the 



Special Column 





— 




Fsrait're 


Garp«t 


8alM 


CASK KALBS 


IstOufc 


Date 


LP. 




DiMSlit 
DR. 


Disctiat 

DR. 


leifer 

CR. 




Kirsit're 


(krpeto 


RictiTei 


1908 
































July 


1 




Balance, 






















2174 


69 




3 


42 


J. W. Watson BUI of 6/26, less 6% 


12 


49 


24 


99 


749 


60 










712 


13 




7 


• 


Gash Sales 














274 


50 


176 


16 








10 


44 


J. D. Wilson In full of a/e 










616 


17 










516 


17 




13 


47 


A. C. Dale On a/c 










200 












200 






16 


34 


Bills Receivable J. W. Adams's note 
of 5/17 






















500 






16 


39 


Interest On above 






















5 






25 


34 


Bills Receivable Dis. Wilson's accept, 
at City Bank 






















200 






29 


46 


F. R. Walker Bill of 7/19, less 5% 


12 


50 


8 


96 


429 


14 










407 


68 




31 


• 


Cash Sales 














346 




127 


60 










22 


Furniture Discount, Dr. 


24 99 


























24 


Carpet Discount, Dr. 




33 


drt 






















12 


Sales Ledger, Cr. 








— 


1894 


91 


















22 


Furniture, Cr. 












— 


620 


60 






620 


60 






24 


Carpets, Cr. 


















303 


66 


303 

6639 


66 
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entries in the cash book are summarized at the bottom. The totals of 
the cash sales columns are carried into the last column on the debit side, 
and the total of expense column is carried into the last column on the 
credit side, and then the cash book is balanced in the usual manner. 
The footings of the other columns are not carried into the net cash 
columns, because the individual net amounts for the items in these 
columns have already been extended into the net cash columns. 

The discount footings on the debit side represent discounts 
allowed to others and must be posted to the debit side of the ledger. 
In a cash book without special columns these items would have been 
entered on the credit side when the bills on which they were allowed 
were paid. The discount footings on the credit side must be posted to 
the credit side of the ledger for similar reasons. 

In the illustration the entries for cash sales on the debit side and 
for expense items on the credit side were checked when the entries 
were made, because they are not posted singly, but the totals are posted 
at the end of the month. 

199. A Special Column Purchase Book might be used to advantage, 
but the purchases can be grouped and summarized by departments 
without the use of special columns and you may follow this method. 

Cash Book. 









^riit'rf 


Carpet 


PorrJiHC 




l«tCuh 


Date 


UF 




OilMIlt 
CR. 


DiMMDt 
CB. 


Le4fer 

OR. 


EipcBie 


rfti4 


1908 
























July 


2 


71 


Conn. Carpet Co. Invoice of 6/26, less 2% 






19 72 


986 


14 






966 42 




a 


• 


Expense H. A. Bidwell, traveling 
expenses 














41 


45 








14 


15 


Bills Payable Note of 6/14, favor G. C. 
Wilson 


















100 






14 


14 


Interest On above 




















50 




18 


72 


Mich. Furniture Co. Invoice of 6/30, less 3 % 


47 


27 






1575'50 






1528 


23 




21 


22 


Furniture J. H. Vance's bill of 7/1, 
cartage 


















31 


60 




21 


24 


Carpets 


















14 


76 




25 


14 


Discount On Wilson's acceptance 


















1 


43 




27 


73 


J. W. Cnnlifle Invoice of 7/20, less 2 % 


15 09 






754 70 






739 


61 




31 


• 
22 


Expense Wm. Brown's salary to 
date 
Furniture Discount, Cr. 


62 .3(; 










40 












24 


Carpet Discount, Cr. 





— 


19 


72 



















11 


Purchase Ledger, Dr. 










331(5 :« 














13 


Expense, Dr. 












8146 


81 


45 








Balance^ In bank • 2070.04 


























In safe* 96.HH 


















2172 


92 


























5639 81 








• To be written in red ink 
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200. The Purchase Ledger, as its name implies, contains accounts 
with the persons or companies from whom goods are purchased, or, in 
other words, it contains only the accounts payable of the business. 

201. The Sales Ledger, as its name implies, contains accounts with 
the persons to whom goods are sold, or, in other words, it contains 
only the accounts receivable of the business. The sales ledger may 
itself be divided into two or more ledgers when it contains a large 
number of accounts. When this division is made, it is usually done 
alphabetically. This subdivision of the sales ledger facilitates the 
work of posting, for when there are two or more ledgers, that number 
of bookkeepers can post at the same time. It also aids in the location 
of errors, as each ledger can be proved by itself. 

202. The General Ledger contains all the accounts that are not 
included in the other two ledgers. This ledger also contains an 
account with Purchase Ledger, and the balance of this account must 
at all times agree with the sum of the balances of the accounts in the 
purchase ledger. It also contains an account with Sales Ledger, and 
the balance of this account must at all times agree with the sum of the 
balances of the accounts in the sales ledger. 

203. Directions. — (a) Take a sheet of plain paper and rule it 
for use as a special column sales book; on this sheet record the 
sales for the month of March in the last exercise. Do not forget the 
closing entry at the end of the month. 

(6) Take a second sheet of paper, rule it for use as a special 
column cash book, and on this sheet record the cash transactions for 
the month of March in the last exercise. Do not omit the proper 
closing entries. 

(c) Take a third sheet of paper and rule it for use as a special 
column purchase book ; on this sheet record the purchases for the 
month of March in the last exercise. Do not omit the proper closing 
entries. 

(c?) Take a fourth sheet of paper, rule it for use as a special 
column journal, and on this sheet record such transactions for the 
month of March in the last exercise as belong in the journal. Make 
the proper closing entry. 

(e) Keep these four sheets for use at the end of the work for May. 

204. Opening a New Ledger. — Since the method of keeping your 
accounts is to be changed, you must close your old ledger and transfer 
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the accounts to the new ledgers. It will be well for you to open these 
accounts on loose sheets first. This work should be done in the follow- 
ing order: 

1. (a) Open an account in your purchase ledger with each of the 

companies to whom you are indebted for merchandise, 
placing four accounts on a page. 

(i) Close each of these old accounts by writing on the smaller 
side in red ink, d^vU 30, ^v^vtAouo^ LtcUfe^v, the page of 
the new account, and the difference between the two sides 
of the account. Do not forget to rule these accounts and 
to foot them when necessary. 

(e) Carry each of these balances to the opposite side of the cor- 
responding new account, and write in black ink, THoAf f, 
did L&cicfeA,, and the page of the old account. 

((i) Open an account on the fourth page of your general ledger 
with the title, Purchase Ledger, and credit it with the 
sum of the balances shown by your purchase ledger. 

2. (a) Open an account in your sales ledger with each of your cus- 

tomers whose account shows an unpaid balance, giving 
one-fourth of a page to each. 

(6) Close each of these old accounts by writing on the smaller 
side in red ink, d/jivCC 30, ofa^te^ £&cUf€A,, the page of the 
new account, and the difference between the two sides of 
the account. Do not forget to rule these accounts and 
foot them when necessary. 

((?) Carry each of these balances to the opposite side of the cor- 
responding new account, and write in black ink, 7?laAf /, 
€CcC jCecUfeiy, and the page of the old account. 

(d) Open an account on the fifth page of your general ledger 
with the title, Sales Ledger, and debit it with the net 
amount due you from your customers, as shown by their 
accounts in your sales ledger. 

3. Open the other necessary accounts in your general ledger and 
close each of the remaining accounts in your old ledger as follows: 

(a) Open an account with each of the three partners, using the 
first three pages for this purpose. 

(6) On the sixth page open an account with Carpets and trans- 
fer the amount of the carpet inventory from the old mer- 
chandise account to this account. There must be two 
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separate transfer entries on the credit side of merchandise 
account, one for Carpets and one for Furniture. 
(js) In the middle of the sixth page open an account with Carpet 

Discounts, 
(d) On the seventh page open an account with Furniture and 
transfer the amount of the furniture inventory from the 
old merchandise account to this account. 
(jr) In the middle of the seventh page open an account with 

Furniture Discounts. 
(/) Close each of the remaining accounts in your old ledger 
by writing on the smaller side in red ink the date, 
^e/yieAA^ jC&d<f€A., the page of the new account, and the 
diflference between the two sides of the account; carry 
each of these balances to the opposite side of the corre- 
sponding new account, and write in black ink the date, 
€tcl jC&d<f€A., and the page of the old account. Give each 
of these accounts one-half of a page. 
4. Transfer your cash balance to your new cash book. 
6. Take a trial balance of your general ledger, to be certain 
that it is in balance before you begin the work of this 
exercise. 
6. Examine your work to be certain that each balance has been 
properly transferred, that each old account has been properly 
ruled and footed, and that every entry, either closing or open- 
ing, includes the date. 

205. A Partnership. — Mr. Bidwell has decided to withdraw a por- 
tion of his capital in the business, so as to reduce his net capital to 
$10,000. As the business is growing and needs more capital, he has 
arranged to admit Charles H. Graves and yourself into partnership 
with him, each of you to invest $5000 in cash. The firm name is to 
be Henry A. Bidwell & Co. 

Mr. Bidwell is to have general supervision of the business, giving 
as much of his time as may be necessary for this purpose, and, as com- 
pensation for his services, is to receive a salary of $100 a month. You 
are to give all your time to the business and will receive a salary of 
$100 a month. Mr. Graves will give no time to the business and will 
receive no salary. The gains and losses are to be shared in proportion 
to your investments, Mr. Bidwell one-half, and Mr. Graves and your- 
self one-fourth each. 
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206. Directions. — The firm has decided to continue the employ^ 
ment of Win. C. Brown and has increased his salary to ffSO a month. 
The business will be conducted in the same manner as in the past, hxxty 
as you are to be a member of the firm, it will no longer be necessary 
for you to sign as attorney, for as a partner you have authority to sign 
the firm name. 

As a matter of convenience for your teacher, however, to enable 
him readily to separate your papers from those prepared by the other 
members of the class, you may sign all papers by writing your own 
signature under that of the firm. You will observe that the stationery 
for this exercise reads, "Henry A. Bidwell & Co., Successors to 
Henry A. Bidwell." 

Unless instructed otherwise by your teacher, you may enter the 
following transactions directly in your books without the use of loose 
sheets. 

Transactions. 

No. 131. May 1, Write a brief statement in your journal, showing the terms 
of the partnership agreement. 

No. 133. May 1. As agreed in the articles of copartnership, Mr. Graves and 
you have each invested $5000, and this currency is for these 
investments. 

No. 133. May 1, Open a new account at the bank under the name of Henry 
A. Bidwell & Co., transfer Mr. BidwelPs balance, and deposit 
the currency invested by Mr. Graves and yourself. 

In order to transfer Mr. BidwelPs bank balance, you may write a check in 
favor of Henry A. Bidwell & Co. for the amount of Mr. BidwelPs bank bal- 
ance. You must sign this check as attorney for Mr. Bidwell. Prepare a new 
signature card, and deposit the check and the currency in the name of the firm. 

No. 134. May 1. Give Mr. Bidwell a check for the balance of his present 
worth above $10,000. 

No. 135. May i. Mail statements of your customers' unpaid accounts. 

No. 136. May 2. Mr. Bidwell has insured the merchandise and the furni- 
ture and fixtures with the Commercial Insurance Co. for one 
year. The insurance is distributed as follows : carpets, $ 6000 ; 
furniture, $ 3800 ; and office furniture and fixtures, $ 200. You 
may write a check in favor of D. W. Thomas, Agent, for the 
premium at ^ of 1 %. 
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You may debit the premium to Expense and extend the amount into expense 
column. 
Kg. 137. May 3. Give the City Printing Ca a check for $ 14.75 to pay their 

bill for stationery. 
No. 138. May S. Give M. S. Conrad & Co. a check for $ 15.75 to pay their 
bill for coal. 
This bill is made out to Henry A. Bid well and is for coal used before the 
partnership was formed ; therefore the amount of the bill should be charged to 
Mr. Bidwell and not to Expense. 

After reading the instructions in the next section you may open an account 
in the middle of the first page of your general ledger with the following title, 
Henry A, Bidwell^ Private^ and charge this bill to this account 

207. Partner *s Personal Account. — A private account should be 
kept with each partner, and this should be debited with any cash or 
other property that he withdraws from the business and with any pri- 
vate bills that are paid by the busineds, and credited with any salary 
or other compensation to which he may be entitled. 
No. 139. May 4. Give a check for Mr. BidwelPs acceptance of April 19, which 
is due to-day at the Commercial Exchange. 
Henry A. Bidwell & Co. assumed this indebtedness when the partnership 
was formed, therefore they must pay this acceptance. 
No. Z40. May 5, Send Wm. Morris & Co. a check to pay their invoice of 

April 17. 
No. 141. May 6, The following goods have been sold for cash; 1 Turkish 
couch, 1 Turkish rocker, 1 Turkish chair, and 1 mahogany din- 
ing-room set. 

Compute the amount of these cash sales and count the cash, to be certain 
that the amount is correct. Hereafter cash sales for which the cash is paid at 
the time of the sale will be entered only in your cash book, and a bill will not 
be made out unless it is requested. The items need not be entered in the cash 
book. See illustration on page 172. 

No. 14a. May 7. Sell James W. Cunliffe, of 254 Mill St., on account, 200 
yds. tapestry Brussels, 160 yds. moquette, 200 yds. matting, and 
470 yds. lining. 

No. 143. May 8. J. C. Anderson has agreed to pay $ 600 in cash and to give 
a note at 30 days with interest for the balance of his account. 

Prepare a note for this purpose and present it to the clerk in charge of the 
Commercial Exchange, and request him to sign the note for Mr. Anderson. 
Also prepare a properly receipted statement and collect the currency. 
No. 144. May 9. Receive an order from Henry F. Martin of Atlanta for 200 
yds. Wilton, 300 yds. Axminster, 350 yds. ingrain, 450 yds. mat- 
ting, 1 mahogany chamber set, 1 mahogany dining-room set, 1 
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oak library table, 2 oak rockers, 3 oak chairs, 1 Turkish couch, 
1 Turkish rocker, and 1 Turkish chair. 

Tou may allow him a special discount of 2 J % on the furniture and make the 
terms, Cash less 6 %. You will, of course, make the shipment by freight. 

No. 145. May 10. A. B. Cole is unable to pay any part of his note which is 
due to-day, except the interest. He has arranged with Mr. Bid- 
well to pay the interest and to give this new note at 30 days with 
interest. 

No. Z46. May 11. Mr. Bidwell has taken for personal use, 1 mahogany cham- 
ber set at $ 93, and 1 mahogany reception table at $ 18.50. 

Enter this transaction in your journal and not in your sales book. Your 
sales book should include only those transactions that are to be posted to your 
sales ledger. 

No. Z47. May 12. Sell A. G. Davis, on account, 1 oak dining table, 1 oak 
bureau, and 1 mahogany bureau, and receive the balance of his 
account in currency. 

No. Z48. May 12. Mr. Bidwell has arranged with Jas. A. Baldwin to pay 

one-half of his account in cash and to give a note at 60 days for 

the balance. 

Prepare a note and present it at the Commercial Exchange for Mr. Baldwin's 

signature. Also prepare a receipted statement like the following, and present 

it at the same time and receive the currency. 



Statement. 

New Haven, Conn., TTlaAf i^, f^08. 



^/3 Tyiaiyv ^ti&et. 



In Account with Henry A. Bidwell & Co. 






i7 
/6 



ffomcUe.. 



<Aot& at 30 doAf/^ 



2^3 
67 



/66 
/66 



06 
SO 



27 



3/0 



3/0 



66 



65 
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No. 149. May IS, Receive a check from W. J. Campbell for the sale of 
April 26. 

Do not forget to acknowledge this check. Mr. Campbell has been a little 
dilatory in making this payment; but he is a good customer, and you can 
afford to overlook the delay and allow him the cash discount 

No. 150. May 14- Receive a check for $100 from 0. J. Mitchell, to apply on 
account. 

Tenth Report. May I4, Unless you are able to do this work neatly and accu- 
rately, it will be necessary for you to do all your work on loose 
sheets first, and not copy it into your books until after it has 
been approved. 

No. 151. May I4. Deposit the checks and all the cash on hand except $100. 

No. 15a. May 15, Send the Western Furniture Co. a check to pay their 
invoice of April 26. 

No. 153. May 17. Receive an order from the Travelers' Hotel Co. of Omaha 
for 2000 yds. Wilton, 1000 yds. Axminster, and 1000 yds. velvet, 
to be delivered to them as soon as possible. As arranged with 
Mr. Bid well, the terms are to be a discount of 3 % from regular 
prices, with a discount of 5 % for cash on receipt of goods. 

Make no entry in your books till the goods have been shipped. 

No. 154. May 17. Write a letter to the Connecticut Carpet Co., ordering the 
above goods to be shipped direct to the Travelers' Hotel Co. at 
once by fast freight. In your letter state that you have been 
obliged to cut your regular prices in order to make this sale, 
and ask for some concession from their usual prices. 

No. 155. May 19. Receive an order from the Commercial Hotel of your city 
for 20 mahogany chamber sets and 30 oak chamber sets, to be 
delivered at the earliest possible date. As arranged with Mr. 
Bidwell, the terms are to be a discount of 2\ (fc and 2^ % from 
regular prices, with a discount of 5 % for cash on receipt of 
goods. 

No. 156. May 19. Telegraph the Western Furniture Co. to ship the above 
goods at once by fast freight. Pay 45 ^ for sending the telegram. 

No. 157. May 21. Receive a New York draft from Henry F. Martin for the 
sale of the 9th inst. 

See that this draft has been properly indorsed. What is the advantage of 
having this draft issued to the order of the person making the remittance 
and then indorsed to you ? 
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Ko. 158. May SI, Deposit this New York draft. 

No. 159. May 23. Mr. Bidwell has learned that 0. J. Mitchell's financial 
standing is not good, and has advised that you offer to settle his 
account for $ 75. You may write Mr. Mitchell a letter for this 
purpose. 

Remember that the purpose of the letter is to obtain the money and that 
it must be both courteous and insistent. 

No. 160. May 25. This invoice from the Connecticut Carpet Co., dated May 

23, and amounting to $ 5781.60, is for the goods ordered the 17th 
inst. The terms are : 60 days net, 2 % 30 days, 5 % 10 days. 

No. 161. May 25, Send the Travelers' Hotel Co. of Omaha a bill for the 
above goods. See transaction No. 153 for the terms. 

No. 162. May 26. Sell John D. Sharp, of 89 Twenty-third St., on account, 

1 mahogany chamber set, 1 mahogany reception set, 1 oak cham- 
ber set, 2 oak bureaus, 1 oak dining-room set, 165 yds. moquette, 
and 190 yds. velvet. 

No. 163. May 27. This invoice from the Western Furniture Co., dated May 

24, and amounting to $ 3180, is for the goods ordered the 19th 
inst. The terms are : 60 days net, 2 % 20 days. 

No. 164. May 27. Deliver the above goods and the bill to the Commercial ^ 
Hotel of your city. See transaction No. 155 for the terms. 

No. 165. May 28. You have a note due to-day at the Merchants' Bank which 
you may pay by check. 

No. 166. May 30, The following goods have been sold for cash: 185 yds. 
ingrain, 95 yds. body Brussels, 224 yds. velvet, 43 yds. lining, 

2 rattan rockers, 3 rattan chairs, ajid 1 oak dining-room set. 
See the instructions for transaction No. 141. 

No. 167. May SO, Give J. H. Vance a check for his bill of this date for ^ 
freight and cartage, $ 181. 
See the last paragraph of § 195 on page 169. 
No. 168. May 31, Give Wm. C. Brown a check for his salary for the month. *^ 

You may open a new account called Salaries and charge this item to this 
account. 

No. 169. May 31. Pay the rent for the month by check. 

No. 170. May 31, Credit the private accounts of Mr. Bidwell and yourself 
for your salaries for the month. 

Eleventh Report. May 31, Examine each voucher and each page of your 
work carefully, to be certain that there are no errors in the work 
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and that all the work has been well done. Hand your teacher 
your report, your voucher and cash envelopes, and your blank 
books. 

206. Directions. — After the above report has been approved by your 
teacher, take the loose sheets which you were instructed to prepare in 
§ 203 and close the journal, cash book, sales book, and purchase book, 
and post and prove the ledgers in accordance with the instructions in 
the next section. 



Instructions for Closing Books with Special Columns: 

1. Close your journal as in the illustration on page 171. 

2. Close your cash book as in the illustration on page 172. 

3. Close your sales book as in the illustration on page 170. 

4. After your purchase book has been ruled and footed, the entries 

must be summarized and the book closed in the following 
manner : 



7. 
8. 



11 



Furniture, 
Carpets, 


Dr. 
Dr. 


To Purchase Ledger, 


Cr. 



1798154 
1146 24 



2943 



78 



6. Leave your pass book at the bank to be balanced. 
6. Post the transactions for the month, following the instructions 
in § 210 on page 183. Open a private account with each 
partner on the same page with his investment account. 
Check your postings. 

Prove your purchase and sales ledgers, as instructed in § 211 
on page 186. 
9. Take a trial balance of your general ledger. 
10. Prove your bill book. 

Prepare a statement of your inventory from the following 

data: 
Merchandise on hand, to be ascertained by you, and the value to 

be based upon the last invoice price of each article. 
Office furniture, office safe, and the counters and shelves at 
their value, per the inventory of April 30, less b% for depre- 
ciation, 
Unearned insurance premium for eleven months. 
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12. Prepare a statement of losses and gains, following the model 

on pages 184-186, and a statement of resources and liabili- 
ties, and submit them to your teacher for approval. 

13. After these statements have been approved, close the necessary 

accounts to transfer the net loss or gain to the private accounts 

of the proprietors. 
See § 212 for instructions for closing your merchandise accounts. 
See § 213 for instructions for closing your loss and gain account. 

14. Prove your pass book. 

15. Examine your work carefully, to be certain that there are no 

errors in it and that you have not omitted any dates, rulings^ 
footings, posting marks, or closing entries. 
Remember that when an account has been closed for any pur- 
pose it should be ruled and footed, and the closing entry 
should be dated, and should show the page to which the 
item has been transferred. Pupils often forget one or both 
of these steps when they transfer an account to a new page. 

16. Present your work to your teacher for approval. 

210. Posting from Books with Special Columns: 

2%€ Journal. — In posting from your journal, each entry in purchase 
ledger column must be posted to the debit of the proper account in 
your purchase ledger, and the total of this column must be posted to 
the debit of the account with Purchase Ledger in your general ledger. 
Each entry in sales ledger column must be posted to the credit of the 
proper account in your sales ledger, and the total of this column must 
be posted to the credit of the account with Sales Ledger in your general 
ledger. The other entries in your journal will be posted as before. 

The Cash Book. — In posting from your cash book, each entry in sales 
ledger column must be posted to the credit side of the proper account 
in your sales ledger, and each entry in purchase ledger column must 
be posted to the debit of the proper account in your purchase ledger. 
Each amount which has not been entered in one of the special columns 
must be posted as in your other cash books. The footings of the 
special columns must be posted as indicated by the summary at the end 
of the month's work in the model cash book. A check mark is placed 
in the folio column opposite each item that is not to be posted separately. 

The Sales Book. — In posting from your sales book, each sale must 
be posted to the debit of the proper account in your sales ledger, and 
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the total must be posted to the debit of the account with Sales Ledger 
in your general ledger. The total sales of carpets and furniture respec- 
tively must be posted to the credit of these accounts in your general 
ledger. 

Statement of Losses 



Carpets : 
On hand May 1, 2496.14 

Purchases during May, 2914.75 

Less 
Goods returned, 148.60 

Discounts on purchases, 102.17 

On hand May 31, 1954.19 

Net cost of carpets sold, 
Freight and cartage. 



Furniture : 
On hand May 1, 2987.36 

Purchases during May, 3452.87 

Less 
Discounts on purchases, 149.25 

On hand May 31, 2563.08 

Net cost of furniture sold. 
Freight and cartage, 

Oain on furniture carried down,* 



Loss on carpets brought down. 
Insurance, cost, 

" unearned. 

Printing and stationery. 
Salaries, 
Net gain canned down,* 



A. C, Williams^ net gain* {1/2), 
Henry Paine^s net gain* (1/4) f 
John C. Cook^s net gain * (1/4), 

♦ To be written in red ink. 



6410 



2204 



6440 



2712 



22 



33 



40 
15 



89 



86 



3206 
23 



3229 



3727 89 
109 75 



03 
26^ 

28 



817 



4655 



64_ 
28 



236 59 



20 

5 

125 



818 



25 

09 



93 



21355 



106 
106 



427 



77 

77_ 

09 
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The Purchase Book. — In posting from your purchase book each 
purchase must be posted to the credit of the proper account in your 
purchase ledger, and the total must be posted to the credit of the 
account with Purchase Ledger in your general ledger. The total 

AND Gains, May 31, 1908. 



Carpets : 

Sales during May, 
Less 

Discounts on sales, 

Net sales, 
Loss on carpets carried down,* 



Furniture : 

Sales during May, 

Less 
Goods returned. 
Discounts on sales, 
Net sales, 



47.50 
87.25 



Gain on furniture brought down, 
Interest received from others, 
" paid to others. 



Net gain brought down, 



3019 
26 



4790 



134 



03 



75 



11 
10 



45 
76 



94 
65 



2992 69 

23669 



322928 



4655 



28 



4655 28 



817 
1 



64 
29 



81893 



427 09 



427 09 
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purchases of carpets and furniture respectively must be posted to the 
debit of these accounts in your general ledger. 

Remember that each entry that is posted to your purchase ledger 
must also be posted to the account with Purchase Ledger in your gen- 
eral ledger, and that each entry that is posted to your sales ledger must 
also be posted to the account with Sales Ledger in your general ledger. 

211. Proving Subsidiary Ledgers: 

The Purchase Ledger. — Take an abstract of this ledger, and the 
sum of the unpaid balances must agree with the balance of Purchase 
Ledger account in your general ledger. 

The Sales Ledger. — Take an abstract of this ledger, and the sum 
of the unpaid balances must agree with the balance of Sales Ledger 
account in your general ledger. 

212. Closing Department Accounts. — Your accounts with Carpets 
and Furniture must be closed, so that each may show the same loss or 
gain that it shows in your statement of losses and gains, and you may 
take the necessary steps in the following order : 

1. Close the account with Carpet Discounts, and carry the differ- 

ence between the two sides into the account with Carpets. 

2. Close the account with Furniture Discounts, and carry the dif- 

ference between the two sides into the account with Furni- 
ture. 

3. Close the accounts with Carpets and Furniture in the same man- 

ner that you ordinarily close the account with Merchandise. 

213. The Loss and Gain Account, when there are two or more part- 
ners, may be closed by entering on the smaller side in red ink the 
name of each partner with his share of the net loss or gain. Each 
partner's share of the net loss or gain should then be carried to the 
opposite side of his private account in black ink. 

214. Directions. — Having finished the work suggested in § 208, 
you may close your work for May. Follow very carefully the instruc- 
tions in §§ 209-213. 

215. Directions. — The transactions that follow are a continuation of 
the business for May, and you will use the same books and manage the 
business in the same way. You will receive no instructions in regard 
to depositing the checks that you receive, but you will be expected to 
deposit them promptly. 
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Unless instructed otherwise by your teacher, you may enter the fol- 
lowing transactions directly in your blank books without the use of 
loose sheets and may post each day the entries that you make during 
the day. 

Transactions. 

No. 171. June 1. Mail statements of your customers' unpaid accounts. 

No. 172. June 1. Write a check to pay your salary for May. 

No. 173. June 2. Give the Springfield Typewriter Go. a check for $100, to 
pay their bill for a new typewriter. 

No. 174. June 2, In response to your letter of May 23, 0. J. Mitchell has 
sent this draft at 30 days from June 1, on Henry C. Powell of 
your city, for $ 75, and requests you to take it in settlement 
of account. The draft has been accepted. You may write to 
Mr. Mitchell, agreeing to his proposition. 

Your letter should state that this draft is accepted ^' In settlement of ac- 
count.*' *'*' In full of account " means that the account is paid in fuU. As this 
is one of the accounts invested by Mr. Bidwell, the loss on the account should 
be charged to him. The following iUustration shows the form for the necessary 
entry: 



100 Bills Receivable, To 0. J. Mitchell 149 76 

49 75 H. A. Bidwell, Private, 

Received a draft at 30 days on 
Henry C. Powell which he has 
accepted, in settlement of Mitch- 
elPs account. 



No. 175. June 2. Send the Connecticut Carpet Co. a check to pay their in- 
voice of May 23. 

No. 176. June 3. By arrangement with Mr. Bidwell the Commercial Hotel 
has given you a note at 30 days from to-day for $1000 and 
interest, a second note at 60 days from to-day for $ 1000 and 
interest, and a check for the balance of their account, less the 
discount of 5%. Each of these notes has been indorsed by 
C. D. Morgan. 
Do not neglect to verify the amount of this check. 

No. 177. June 4- Mr. Graves has taken for private use, at cost prices, 114 
yds. Wilton at $1.65, 165 yds. velvet at $1.08, and 206 yds. 
lining at 5^^. 
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No. 178. June 6. Give Mr. Bidwell $27.85 in currency for his traveling ex- 
penses, per memorandum on your voucher pad. 

No. 179. June 5. Receive a New York draft from the Travelers' Hotel Co. 
to pay their bill, less the discount. 

No. z8o. June 6. Sell A. C. Aldridge, of 374 Madison St., on account, 1 
Turkish couch, 2 Turkish rockers, 1 oak library table, 1 oak 
dining-room set, 44 yds. velvet, 136 ydg. moquette, and 280 yds. 
lining. 

No. x8i. June 7. Send the Western Furniture Co. a check to pay their 
invoice of May 24. 

No. 182. June 7. You hold a note that is due to-day, and you may present 
it for payment. 

No. 183. June 9. Receive a letter from the Travelers' Hotel Co., stating that 
one roll of the Wilton carpet shipped them by the Connecticut 
Carpet Co. is an odd pattern that they cannot use. Write them 
to return it to the Connecticut Carpet Co., to advise you of its 
shipment, and that you will send them a check in settlement 
when the manufacturers report that the carpet has been received. 

No. 184. June 9. A. B. Cole has paid his note due to-day. 

No. 185. June 10, The following goods have been sold for cash: 50 yds. 
Wilton, 100 yds. moquette, 125 yds. matting, 260 yds. tapestry 
Brussels, 2 mahogany bureaus, 1 mahogany bed, 1 oak library 
table, 1 Turkish couch, 1 Turkish chair, and 1 Turkish rocker. 

No. z86. June 11, Sell Jas. W. Cunliffe, of 254 Mill St., on account, 1 rattan 
reception set, 1 rattan couch, 1 rattan rocker, 1 Turkish couch, 
2 Turkish chairs, 1 mahogany bureau, 1 mahogany bed, 1 oak 
dining-room set, 84 yds. Wilton, 184 yds. moquette, and 168 
yds. velvet. 

No. 187. June 13, A. C. Aldridge holds a note made by D. G. Howard & Co., 
dated May 1 at three months, for $1100 and interest at C^fc. 
Mr. Aldridge offers to transfer the note to cancel his indebted- 
ness to the firm ; the firm to pay him the difference between the 
amount of his account and the amount of the note with the 
accrued interest. You may accept the offer and give him a 
check for the difference. 

It will be well to credit him in your journal for the amount of the note and 
the interest. Be sure that the note has been properly indorsed. Before post- 
ing this entry read the last paragraph in § 210 on page 186. 
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Ho. z88. June I4. Discount at the Merchants' Bank the note which you 
received yesterday and receive credit for the proceeds. 

When an interest-bearing note is to be discounted, the interest should be 
computed for the time specified in the note, this should be added to the face 
of the note, and the sum will be the amount the maker has agreed to pay at 
maturity. The discount is computed on this sum for the unexpired time, and 
when this discount has been subtracted from the amount due at maturity, the 
remainder will be the proceeds. The rate of discount is 6%. 

No. 189. June 16. Receive from Jas. W. Cunliffe a draft, dated June 12, at 
30 days after sight, on William C. Jones of your city, which 
Mr. Jones has accepted to-day, for the amount of Mr. CunlifiPe's 
bill of May 7. 

No. 190. June 15. You may fill this order from William Barnes of Lincoln 
for 3 oak rockers and 3 rattan rockers, and ship by expresSi 
C.O.D., as he has requested. 
See instructions for transaction No. 100 on page 160. 

Twelfth Report. June 15. Prove your cash and examine all of your work for 
June, to be certain that there are no errors in it, before handing 
this report to your teacher. After your report has been ap- 
proved, deposit all of the cash you have on hand except $100. 

No. Z91. June 16. Receive a credit memorandum for $ 69.83 from the Con- 
necticut Carpet Co. for 1 roll Wilton, 45 yds., returned by 
the Travelers' Hotel Co. 

The entry for this transaction should be in your journal, and you should 
debit the Connecticut Carpet Co. and credit Carpets. Verify the computation 
and make sure that the amount of this credit memorandum is correct. 

No. 192. June 16. Send the Travelers' Hotel Co. a check to cover the net 
cost to them of the above roll of carpet. 

In figuring the amount of this check you must deduct each of the discounts 
which you have allowed them on these goods. Debit the amount of the check 
to Carpets. 

No. 193. June 17. Sell Henry C. Root, of 456 Broad St., on account, 89 yds. 
ingrain, 156 yds. moquette, 190 yds. lining, 1 maliogany dining- 
room set, and 1 Turkish rocker. 

No. Z94. June 18. There was a fire in the adjoining building last night, and 
water and smoke got into your building and damaged 10 rolls of 
velvet carpet, 448 yds., and 5 Turkish couches. You and Mr. 
Bidwell have estimated the damage to the carpet at two-thirds of 
its cost, and the damage to the furniture at one-half of its cost. 
The property was insured with the Commercial Insurance Co. 
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of Boston, and you may write them, giving an itemized statement 
of the loss, and making a formal demand for the payment of 
your claim. Give in each case the cost of the goods and your 
estimate of the loss on each and the total loss. 

Ko. 195. Jxme 20. The following goods have been sold for cash : 56 yds. 
Wilton, 46 yds. moquette, 102 yds. Axminster, 76 yds. lining, 
1 mahogany bu]:eau, 1 mahogany reception set, 2 Turkish rockers, 
3 Turkish chairs, and a remnant of tapestry Brussels at cost, 
6 yds. at 60^. 

No. 196. Jane 21, This invoice, dated June 18, shows a purchase from the 
Western Furniture Co., amounting to $1935, on the following 
terms : 60 days net, 2 % 20 days. 

No. 197. June 21. At the request of the Western Furniture Co. you may 
accept their draft at 20 days from June 18 for the amount of the 
above invoice, less the discount for payment within 20 days. 
Make the draft payable at your bank. 

No. 198. June 2S. Sell Chas. B. King, of 134 Main St., 125 yds. moquette, 
125 yds. Wilton, 95 yds. body Brussels, 200 yds. lining, 1 oak 
bureau, 1 oak bed, and 2 oak rockers. You may give him a 
special discount of 2\ % on the furniture and make the terms, 
Cash less 3%. 

No. 199. June 24, This express money-order for $81 is to pay for the C.O.D. 
shipment of the 15th inst. 

No. 200. June 25. Receive a letter from the Commercial Insurance Co., in- 
closing a check for $ 354.42, in payment of your claim of the 
18th inst. They have allowed you only one-half of the cost of 
the damaged goods. 

No. 201. June 26. Sell the damaged goods, 448 yds. velvet and 5 Turkish 
couches, to H. J. Walker, of 135 Washington St., at one-half 
your regular prices. 

No. 202. June 27. This invoice, dated June 24, shows a purchase from the 
Connecticut Carpet Co., amounting to $4214.60, on the follow- 
ing terms : 60 days, 2 % 30 days, 5 % 10 days. 

No. 203. June 28. This invoice, dated June 25, shows a purchase from 
C. H. White & Co., amounting to $440, on the following terms : 
30 days net, cash less 5 % and 2\ (fo- 

No. 204. June 29. Give J. H. Vance a check for $ 146.75 to pay his bill for 
freight and cartage for the month. 
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No. 205. June 29. Sell S. C. Parker, of 987 State St., 356 yds. Wilton, 
310 yds. Axminster, 300 yds. lining, 1 mahogany chamber set, 
2 oak chamber sets, and 1 rattan reception set. Eeceive in part 
payment $500 in currency and his note at 30 days with interest, 
indorsed by Chas. Parker, for $ 500. 

No. 206. June 29, Send the above note to C. H. White & Co., to apply on 
account. 
Do not forget to indorse the note. 
No. 207. June 30. Deposit all the cash on hand. 
No. 208. June 30. Give Wm. C. Brown a check for his salary for June. 
No. 209. June 30. Pay the rent for the month by check. 

No. 210. June 30. Credit the private accounts of Mr. Bid well and yourself 
for your salaries for June. 

Thirteenth Report June 30. Examine your work very carefully to see that all 
errors, no matter how slight, have been corrected, and then hand 
your teacher your report, your voucher and cash envelopes, and 
your blank books. 

216. Directions. — After the above report has been approved by your 
teacher, you may close your work for the month as instructed in § 209. 
Prepare a statement of your inventory from the following data : 

Merchandise on hand, to be ascertained by you, and the value to be 
based upon the last invoice price of each article, 

Office furniture, office safe, and the counters and shelves at their 
value, per the inventory of April 80, less 10 % for depreciation, 

Typewriter at its cost, less 6 % for depreciation, 

Unearned insurance premium for ten months. 

217. The Valtte of Special Columns in books of original entry is two- 
fold : they save time by lessening the number of entries to be posted, 
for only the footings of these columns are posted; and they insure 
greater accuracy, for a reduction of the number of entries to be posted 
lessens the possibility for errors. 

The columnar books used in this exercise serve to illustrate the value 
of special columns. Special forms of such books may be devised for 
any business. 

218. The Valtte of Subsidiary Ledgers is twofold: they place all 
accounts of the same class in a ledger by themselves, which is a con- 
venience both while posting and for reference ; and they save time and 
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labor in locating errors, as each separate ledger can be proved inde- 
pendently of the others. 

Questions. 

1. What are the adyantages of books with special colamns ? 

2. What are the reasons for keeping separate accounts with the different classes 

of merchandise? 

3. In what way does the bookkeeper gain by subdividing the ledger? 

4. Explain how the sales ledger may be proved. 

5. In posting from your sales book in this exercise each transaction was posted 

to the debit of the person to whom the goods were sold, and the footing 
of the sales book was posted to the debit of Sales Ledger account and 
to the credit of Merchandise account, therefore each amount was posted 
three timea Why was your ledger not put out of balance ? 

6. Why keep a private account for a partner? 

7. Why should an entry be made for the renewal of a note? 

8. In opening your new ledger as directed on page 174, why should the entry in 

Sales Ledger account be on the debit side and the entry in Purchase 
Ledger account on the credit side ? 

9. What is the effect of accepting a draft? 

10. Explain the use of a draft to collect a bill. 

11. Why do you charge freight and cartage to Merchandise account instead of 

Expense account? 

12. Why would you charge salaries to a separate account instead of to Expense 

account? 

13. What is a credit memorandum ? 

14. Explain the use and advantages of a purchase book. 



EXERCISE XV. 

snraLE eftbt BOOEEEEPnro. 

219. The Main Features of single entry bookkeeping are : 

1. Only personal accounts are absolutely necessary in a single 

entry ledger, although a cash book which is really a cash 
account should be kept, and other property accounts may be 
kept if it is desired. 

2. Single entry does not require equal debits and credits for each 

entry, therefore a trial balance cannot be taken to test the 
accuracy of the ledger. ^ 

3. Since the property and other accoun^necessary to show the 

losses and gains are not kept in a single Q]^try ledger, it is 
impossible to prepare an itemized statement of losses and 
gains. 

4. The single entry method does provide the necessary information 

for a statement of resources and liabilities from which the 
present worth can be found, and when the present worth is 
known, the net loss or gain can be found by comparing this 
present worth with the present worth at the time of the last 
statement. 

220. Books. — If a person has only a few transactions to record, a 
ledger might be the most convenient book for his purpose. In this he 
can keep such accounts as he needs after the manner illustrated in the 
introductory part of this book. 

The simplest set of books for single entry bookkeeping consists of 
a journal, cash book, and ledger, but a sales book, purchase book, and 
bill book may be used with equal advantage in both single and double 
entry. The use of the journal and cash book differs somewhat from 
their use in double entry, but the other books are used in practically 
the same way by either method. 

221. The Single Entry Cash Book. — Sometimes the single-page form 
of the cash book, similar to the one shown on page 10, is kept in 
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Single Entry 



Datb. 


L.F. 




Pbbsonal. 


Sdwdbt. 


July 


1 


^ 


Geo. H. King' 


Investment 






2000 






6 


19 


Wm. H. Cook 


On account 


160 










10 


V 


Cash sales 








189 


50 




14 


27 


A. C. Daniels 


In full of account 


78 


60 








20 


V 


Cash sales 








124 


36 




26 


V 


Bills Beceivable 


H. Brown's note of 6/26 






200 






26 


V 


Interest 


On above 






1 






30 




Cash sales 
Personal accounts 








98 
228 

2842 


76 




228 


60 


60 








10 



single entry ; but the double-page form is to be preferred, because it 
completely separates receipts from disbursements and thus saves many 
errors. As only personal items are to be posted, it will be a convenience 
to separate' such items by entering the amounts of these transactions 
in the first money column on each side and all other amounts in the 
second column. On this and the opposite page you will find an illus- 
tration of a single entry cash book. In this illustration the items that 
are not to be posted have been checked. 

222. The Single Entry Journal. — Since single entry does not require 
a debit and a credit for each transaction, it is necessary to indicate for 
each entry whether the account is to be debited or credited. In single 
entry the first money column in the journal is used for the items, and 
the totals are carried into the second column. On page 196 you will 
find an illustration of a single entry journal. 

223. Rules. — There are no new rules to be learned for single entry 
bookkeeping, but the following suggestions will help you : 

1. Only personal accounts are to be kept in your ledger. 

2. Any transaction that would be debited or credited to a personal 

account by the double entry method will be debited or cred- 
ited to the same account by single entry. 

3. Determine for each transaction whether a personal account is 

afiFected by it, and, if so, which account. 

^ This item has been checked because it is included in the investment entry in the 
journal, and is not to be posted from the cash book. Any entry in your cash book or 
sales book that is not to be posted should be checked. 
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Cash Book. 
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Datb. 


L.P. 




Pkrsohai.. 


SUNDBT. 


July 


3 


n/ 


OflBce Furniture 


H. Brown's bill of 7/1 






67 


60 




11 


57 


A. H. Gardner 


Invoice of 7/1 


987 


60 








16 


n/ 


Bills Payable 


Note of 6/16, favor H. 
A. Adams 






600 






21 


61 


T. H. Gooding 


On account 


100 










25 


V 


H. K. Thomas 


Bill for cartage 






12 


60 




28 


59 


Wallace & Co, 


Invoice of 7/20 


463 


26 








31 


V 


Express bill 








1 


26 






V 


Personal accounts 
Balance 


On hand 


IMO 


76 


1640 
730 


76 








10 




2842 


10 



4. Determine whether that account is to be debited or credited. 

5. Determine in which book or books the transaction should be 

entered. 

224. Directions. — In this exercise you are to act as the proprietor. 
You will use a journal, cash book, sales book, bill book, and ledger. 
The sales book and bill book will be like those used in previous exer- 
cises, but you will need to study the journal and cash book before 
beginning this work. 

Transactions. 

Oct. 1. Begin the retail grain and produce business with the following re- 
sources : Store and lot at 79 Washington St., valued at $ 3000 ; 
merchandise on hand per inventory, $667.50; cash on hand, 
$332.60. 
2, Sell Chas. F. Lewis on account, 10 bu. potatoes @ 74^, 5 lb. butter 
@ 29^, and 2 bbl. flour @ $5.25. 

5. Sell Jas. C. Holmes 3 bbl. apples @ $1.75, 1500 lb. hay @ 

$ 17.50 a ton, and 500 lb. straw @ $ 8.75 a ton, and receive cash 
for one half of the bill. 
Cash sales $39.75. 
4- Buy of Henry T. Mills on account at 30 days, 10 tons hay @ 
$14.75. 

6, Sell James Ford on account, 5 bu. potatoes @ 74 ^, 1 bbl. flour 

@ $5.25, and ^ bbl. apples @ $1.75. 
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SixoLE Entry Journal. 
JvXy 1, 1908. 



L.F. 

1 
29 

29 



Geo. H. King began business this day at 618 

Main St., with the following resources : 
Geo. H. King, Cr. 

Cash on hand 

Store and lot at 618 Main St. 



T. C. Young, 
Bot. of him on %, per invoice of 7/1 



Cr. 



Henry C. Allen, Cr. 

Received his note at 30 days with interest, to 
apply on % 

7 
T. C. Young, Dr. 

Gave him my note at 30 days with interest for 
his invoice of 7/ 1 



10 
Wm. H. Bliss, 
Bot. of him on %, per invoice of 7/8 

15 
John L. Endicott, 
Rec'd his note at 2 mo. from date 
** cash to balance his % 

17 



Cr. 



Cr. 



Cr. 



D. R. Winter, 
Drew a draft on him at 30 days' sight in favor 
of Wm. H. Bliss for the balance of Bliss's 
account 



17 

Wm. H. Bliss, 

For the above draft 

20 
Edwin W. Rice, 
Returned 5 bbl. apples 
Forward, 



Dr. 



Cr. 
@ 9 2.25 



2000 
3000 



154 
154 



20 
20 



5000 



879 



50 



150 



879 



379 



308 



379 



50 



50 



40 



50 



379 



11 

8367 



50 



25 

16 
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6. Beceive $ 10 from Ghas. F. Lewis, on account. 
Cash sales, $49.75. 

8. Give Henry T. Mills a note at 30 days from Oct. 4, in full of 

account. 

9. Sell Chas. F. Lewis on account, 500 lb. hay @ $17.50 a ton, 

1000 lb. straw @ $8.75 a ton, and 5 lb. butter @ 31 ^. 
Buy of Ghas. F. Lewis on account, 25 bbl. apples @ $ 1.25. 

10. Gash sales, $ 73.25. 

Close your cash book. See the illostration on page 196. 

11, Buy of F. D. Moore on account, 25 tons hay @ $ 14.50, and 25 

tons straw @ $6.75. 
IS. Sell James Ford on account, 5 bu. potatoes @T5^, 2 bbl. flour 

@ $5.25, 1 bbl. apples @ $ 1.75, and 5 lb. butter @ 31 ^. 
13. Sell Geo. G. Doolittle on his note at 30 days with interest, 12 

tons hay @ $17.25, and 8 tons straw @ $8.25. 

The entries in the sales book and bill book are all that are necessary 
for this transaction. As the entry in the sales book is not to be posted, 
it should be checked. 

Gash sales, $98.72. 

15. Pay Henry Wilson's bill of the 1st inst. for office furniture, 

$78.25. 

16. Beceive cash from James Ford for the sale of the 5th inst. 
Gash sales, $124.97. 

17. Pay for postage, $ 1.50. 

18. Pay F. D. Moore cash for one-half of his account and give 

him a note at 60 days with interest for the balance. 

19. Sell Howard J. Parks on account, 5 bbl. flour @ $ 5.35, and 

10 bbl. apples @ $1.95. 
Gash sales, $ 167.76. 

£0. Buy of Henry S. Brown on account at 30 days, 150 bbl. apples 
@ $ 1.35, and 100 bu. potatoes @ 52 J ^. 
Close your cash book, as yon did on the 10th inst. 

i^S. Buy of Bobert McKenzie for cash a delivery horse and wagon, 
$250. 

83. Beceive cash from Jas. G. Holmes in full of account. 
Gash sales, $ 194.76. 

^4. Sell Wm. O. Parker on his note at 30 days with interest, 25 
bbl. apples @ $ 1.95, and 25 bu. potatoes @ 69^. 

S5. Pay Geo. P. Lane's bill for cartage, $16.75. 

m Sell T. W. Smith on account, 1 bbl. flour @ $5.40, 2 bu. pota- 
toes @ 73 ^, 5 lb. butter @ 32 ^, and ^ bbl. apples @ $ 2. 
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27, Prepay your note in favor of Henry T. Mills, less the discount 
to maturity. 
Cash sales, $201.86. 
29* Buy of Henry T. Mills on account at 10 days, 12 tons hay @ 
$14.50. 

50, Sell A. C. Newman on his note at 60 days, 5 tons hay @ 

% 18.25, and 1000 lb. straw @ $9.25 a ton. 
Discount this note at the First National Bank and receive 
cash for the proceeds. 

51, You will withdraw for private use, 1 bbl. apples @ $1.35, 

1 bu. potatoes @ 53 ^, and 1 bbl. flour @ $ 4.50. 

225. Directions. — Close your cash book and hand your blank books 
to your teacher for his approval. After your work has been approved, 
you may post and check your postings. Do not rule and foot 
your journal until you are instructed to do so. You will post from 
your journal, cash book, and sales book, but remember that only 
personal accounts are to be kept. Your individual account will of 
course be the first one in your ledger. Give each account one-fourth 
of a page. 

Prepare a statement of resources and liabilities. Your ledger will 
show the balances due on personal accounts, and your bill book will 
show the notes on hand and outstanding. You have the following 
property on hand: 

Store and lot valued at $ 3000, 

Horse and wagon at cost. 

Office furniture at cost, less 6 % for depreciation, 

Merchandise per inventory, $678.98. 

Having found your present worth, you can find your net loss or 
gain by finding the difference between your present worth and your net 
investment. Make an entry in your journal, like the following illus- 
tration, crediting your account with your net gain, or debiting it with 
your net loss, and post this entry to your account. Close your account 
so that it may show your new present worth. Rule and foot your 
journal and sales book. 



Geo. H. King, Dr. 

Net loss for month 



19 75 



226. Changing from Single to Double Entry. — At any time after a 
double entry ledger has been closed, the accounts will show only the 
resources and liabilities of the business and the present worth of the 
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proprietor. In order to change your books from single to double 
entry, it is necessary to make such entries in your ledger as will cause 
it to exhibit each of the resources and liabilities shown by your state- 
ment. 

227. Directions. — The personal accounts are already shown by 
your ledger, and the cash balance is shown by your cash book. You 
may open an account with Merchandise, and enter the amount of the 
inventory on the debit side in black ink under date of Nov. 1. In the 
same manner you may open accounts with Real Estate, Horse and 
Wagon, and Office Furniture. You may open an account with Bills 
Receivable and debit it with the amount of bills receivable on hand, as 
shown by your bill book, and open an account with Bills Payable and 
credit it with the amount of your bills payable outstanding, as shown 
by your bill book. 

After these accounts have been opened, take a trial balance of your 
ledger, including your cash balance as shown by your cash book. If 
you have made no mistakes in opening these additional accounts, your 
ledger should now balance, and your books are in shape to continue by 
the double entry method. 

KoTB. — In changing from single to double entry some bookkeepers prefer to make the 
necessary entries in the journal, and post from this to the ledger. When this method is 
followed, there should be an entry in the journal similar to the illustration on page 212. 
The items already shown in the ledger would be checked, and the other items would be 
posted in the usual manner. 

If pupils need additional drill in single entry, some of the exercises in the introduc- 
tory part of the book may be used for this purpose. It is sometimes well to have a pupil 
work a short exercise by both single and double entry, for he then learns that the results 
are the same by either method. 

Questions. 

1. Why is single entry bookkeeping so called? 

2. What are the principal differences between single and double entry book- 

keeping ? 

3. Do you see any reasons for preferring the single entry method ? 

4. What reasons do you see for preferring the double entry method? 

5. Can you suggest any business in your city where you think the single entry 

method would be satisfactory ? 

6. What entries must be made in order to change your books from single to 

double entry? 

7. Where* do you obtain the necessary data to use in making these changes ? 



EXERCISE XVI. 
8ITPFLEMEHTAB7 DRILLS. 

228. The purpose of this exercise is to afford practice in the applica- 
tion of the principles which you have already studied. Incidentally 
you wiU be given a number of problems which are more or less difficult, 
and which will require careful study on your part. Do not pass any of 
these problems until you understand them fully. You should be pre- 
pared to write out any business paper that may be required for any of 
the transactions in this exercise. 

These transactions may be used for oral drill, but you should be re- 
quired to write out the entries afterward, including full explanations 
of each. It is quite as essential for a bookkeeper to understand how 
to write a good explanation of an entry as to know how to make the 
entry. 

Number One. 

229. Directions. — The following group of transactions will afford 
additional practice in the use of the journal. You may use a bill book, 
but will not need a cash book or a sales book. It will be well for you to 
make the entries on loose sheets first. 

TransactionB. 

July 1. Begin business and invest $ 10,000 in cash, and merchandise valued 
at $5000. 
S, Sell S. T. Barnes 100 bbl. St. Louis flour @ S4.75, 100 bbl. Em- 
pire flour @ $ 5.25, and 50 bbl. Minnesota XX flour @ $5.00. 
Receive in payment a note in his favor, made by M. A. Hudson, 
dated June 3, at 90 days, for $1000, with accrued interest for 30 
days. Balance on account. 
8. The cash drawer was opened last night and $ 12.50 was stolen. 
11, Buy of E. E. Kent merchandise to the amount of $ 1157.50, per 
invoice of this date. Give him in payment M. A. Hudson's note 
for $ 1000, with accrued interest to date, and your note at 30 
days with interest for the balance. 
200 
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16. Loan C. M. Graves $10 in cash to be repaid in 30 days. 

18. Buy of H. J. Perkins merchandise to the amount of $1643.25, per 

invoice of this date. Terms : 60 days, 3 % 20 days. 
22. Buy of the Office Supply Co. for cash, 1 typewriter table and chair, 

$10.50; 2 reams linen paper, $2.80; and 1 filing cabinet, $ 13.75. 

Total, $ 27.05. 
26. Exchange notes with Henry Gould for your mutual accommoda- 
tion, each note being at 60 days and for $5000. 
26. Discount at the Third National Bank Henry Gould's note which 

you received yesterday and receive credit for the proceeds. 
90. S. T. Barnes has been compelled to compromise with his creditors, 

and you have received in settlement a check for 37^% of your 

claim. 

Tour entry should be one which, when it is posted, ¥rlll dose his account 

230. Directions. — Post and take a trial balance, but do not prepare 
any statement or close your ledger. You may next journalize the fol- 
lowing 

Transactions. 

Aug. 2. Pay H. J. Perkins's invoice,.less the discount of 3 %, by check on 
the Third National Bank. 
6. Sell Robert S. Crane 125 bbl. Minnesota XX flour @ $5.00, 500 
bbl. Maine potatoes @ $2.25, and 500 bbl. Baldwin apples @ 
$ 1.55. Receive in payment your note of July 11 in favor of 
E. E. Kent, with the accrued interest to date, Mr. Crane's note at 
20 days for $ 500, and a certified check for the balance. 
8. Buy of Spencer & Co. 100 shares Union Pacific It.R. stock at $ 145. 
Give in payment your note at 90 days, with interest, for $ 5000, 
and a check for the balance. 
12. C. M. Graves has repaid the loan of July 15. 
16. Buy of N. M. Brown for $15,000, the store in which you are doing 
business. Give him in payment your Union Pacific R.R. stock 
at $ 147^ and a check for the balance. 

19. Some time ago you indorsed a $500 note for Fred Brown. The 

note came due to-day, and, as Brown was able to pay only 
$ 375, you have given check for the balance. 

22. Pay the annual taxes on your store, $ 145.69. 

26. Sell Wilson & Adams 75 bbl. St. Louis flour @ $4.75, 75 bbl. 
Empire flour @ $5.25, and 50 bbl. Maine potatoes @ $2.25. 
Terms : 30 days, 5 % 10 days. 

29. Fred H. Brown has offered you a delivery horse and wagon in set- 
tlement of his account, and you have accepted the offer. 
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SI. Robert S. Crane neglected to pay his note of Aug. 5 at niaturitj, 
and he has paid it to-day, including the interest since maturity. 

Any agreement for the payment of money which is not paid at maturity 
will bear interest after maturity, eyen though the agreement contains no 
promise to pay interest 

231. Directions. — Post, take a trial balance, and close your ledger 
without preparing a statement of losses and gains. This is not the 
usual order, but it will test your knowledge of how to close a ledger. 

After you have closed your ledger you may prepare a statement of 
losses and gains, and a statement of resources and liabilities, and com- 
pare the results with those shown by your closed ledger. The net gain 
or loss and the present worth should agree with the results shown by 
your closed ledger. 

You have the following property on hand: 
Merchandise, per inventory, $1294.85, 
OflBce furniture, at cost less 10 % for depreciation, 
Real estate, at cost, 
Horse and wagon, at cost. 
After this work has been approved, it may be copied into your blank 
books. 

Number Two. 

232. Directions. — The following group of transactions will afford 
additional practice in the use of the journal and cash book. You 
need not use any other books. Take especial pains to write a full and 
clear explanation for each entry. 

Transactions. 
Sept 1. Begin business with the following investment : Cash on deposit in 
the Union Trust Co., $5000; merchandise inventoried at $1750; 
a store at 79 Main St. valued at $9000; and office furniture in- 
ventoried at $ 250. 
4. Sell Albert C. Cooley 487^ yd. English serge @ $1.37|, and 
1061^ yd. cashmere @ 55^. Receive in payment a note made 
by B. D. Nash, dated Aug. 1 at 90 days, for $500, with accrued 
interest for 34 days ; and an accepted draft at 30 days from to-day, 
drawn on James C. Chase for $ 500. Balance on account. 
4. Walter C. Ball has painted your house for $ 75, and has bought 
from the store in payment 25 yd. dress silk @ $2, and 25 yd. 
English cheviot @ SI. 
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9. Buy of Kent & Miller merchandise to the amount of $ 1974.50, on 

account, per invoice of this date. 
IL Sell Wm. H. Bartlett 841 J yd. cheviot @ 79^, and 202| yd. 

English camel's hair @ $1.85^ and receive cash for one half 

the bill. 
13. Draw a sight draft on Albert C. Cooley for the balance of his 

account and send it to Kent & Miller, to apply on account. 
16. Pay Chas. Wilson's bill for freight and cartage, $17.85. 
18, Accept Kent & Miller's draft on you at 30 days' sight, in favor of 

themselves for $1000, to apply on account. 
^0. Discount at the Union Trust Go. the draft on James C. Chase 

which you received the 4th inst., and receive credit for the 

proceeds. 
S3. Estabrook & Co. have installed a new heating plant in your store 

for $ 1000, and you have given them in part payment a check for 

$500. 
S5. Draw from the bank $25 in cash to be used for office expenses. 
S9, Pay Geo. D. Judson, attorney, $ 10 for legal advice. 

233. Directions. — Post and take a trial balance, but do not prepare 
any statements or close your ledger. You may next record the following 

Transactions. 
Oct. 1. Receive from Wm. H. Bartlett a draft at 60 days' sight on A. C. 
Marshall for the balance of Mr. Bartlett's account, and have it 
accepted to-day. 
3. Discount at the Union Trust Co. B. D. Nash's note which you 
received Sept. 4, and receive credit for the proceeds. 

Remember that in discouDting an interest-bearing note you must first find 
the amount that will be due at maturity, and then find the discount on this sum. 
(See transaction No. 188 on page 189.) The rate of discount will be 6%. 

6. Buy a New York draft of the Union Trust Co. for the balance of 
Kent & Miller's account and send it to them in settlement. Give 
a check to pay for the draft and the exchange at J of 1%. 

9. Sell Jas. C. Duncan 50 yd. English serge @ $1.45, and 50 yd. 
dress silk @ $ 2.25. Buy of him a new delivery wagon at $ 75 
and a horse at $ 150, and pay him the difference in cash. 

11. Buy of the Hudson Crockery Co. merchandise to the amount of 
$ 758.45 on a credit of 30 days, per invoice of this date. 

13. Draw $ 50 from the bank for office expenses. 

16. Pay for postage stamps, $ 2.50 ; a letter press, $ 7.50 ; clerk's 
salary, $ 25. 
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18. Pay your acceptance of Sept. 18. 

21. Buy of S. D. Sherwood the vacant lot adjoining your store for 
$ 2800. Give him in payment a note at 60 days with interest 
for one half and a check for the balance. 

j^4- "^^^ Hudson Crockery Co. have drawn a draft on you, in their 
favor, at 30 days from Oct. 11, for the amount of their invoice 
of that date. As they desire to use the money, they suggest 
that you pay the draft to-day, less the discount to maturity, and 
you may do this. 

27. Sell your delivery horse and wagon for $ 250 in cash. 

29. You may loan H. K. Davidson $1500 on his note at 90 days. 
He will deposit, as collateral security for the loan, a certifi- 
cate for 25 shares of N. Y. C. & H. B. B.B. stock which is 
quoted at % 150. 

The note is to be without interest, and, as he needs exactly % 1600, the 
face of the note must be large enough so that, when the discount for 90 
days has been deducted, the proceeds will be exactly $1600. 

81. Borrow $ 500 of the Union Trust Co. on your note at 60 days, 
indorsed by Charles Bennett. 

The note is to be without interest, and you may make the face of the 
note large enough so that, when the discount has been deducted, the pro- 
ceeds will be exactly % 600. 

234. Directions. — Post, take a trial balance, prepare a statement of 
losses and gains, and a statement of resources and liabilities, and close 
your ledger. 

You have the following property on hand : 
Merchandise, per inventory, % 1375.25, 
Store and lot at cost, 
Vacant lot at cost, 

Office furniture, less 10 % for depreciation. 
What will you do with the N. Y. C. & H. B. B.B. stock which 
you received the 29th inst.? 

After this work has been approved, it may be copied into your blank 
books. 

Number Three. 

235. Directions. — In recording the following transactions you may 
use a journal, cash book, sales book, purchase or invoice book, general 
ledger, sales ledger, and purchase ledger. Your cash book should have 
four money columns on each side ; those on the debit side may be used 
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for Merchandise Discounts, Sales Ledger, Cash Sales, and Net Cash ; 
and the columns on the credit side may be used for Merchandise Dis- 
counts, Purchase Ledger, Expense, and Net Cash. 

John F. Perkins and Henry Williams have formed a partnership for 
the purpose of carrying on the wholesale grocery business. The part- 
nership is to continue for three years from this date, Nov. 1, 19 — . 

Mr. Williams has invested a stock of merchandise valued at $ 2700, 
furniture and fixtures valued at $400, a note for S500 given by H. N. 
Brown of Albany and payable two months after Sept. 21, an account 
against Cooper & Co. of your city for $400, and $1000 in cash. 
Mr. Perkins has invested $ 4000 in cash. It is agreed that the gains 
and losses shall be shared in proportion to the investments. 

Transactions. 

Nov. 1. Buy of Henry Johnson for cash, blank books and stationery for 
the office, $ 25.76. 

5. Buy of M. S. Carlisle for cash, office furniture for the office, $ 77.60. 

3. Sell H. J. Ensign of Jamestown, 3 bags Bio coffee, 350 lb., @ 23^. 

Terms : 2 % 10 days, net 60 days. 

The expression **2% 10 days, net 60 days/* means that the goods are 
sold on a credit of 60 days, but that the purchaser is entitled to a discount 
of 2 %, if he pays the amount of the bill within 10 days. 

4. Sell Wm. E. Henry of Palmer, less a special discount of 1 %, 16 

bbl. granulated sugar, 4900 lb., @ ^^\ and 1 bale Mocha coffee, 
160 lb., @ 28^. Terms : 1 % 10 days, net 60 days. 

6. Buy of Brown & Thompson of Lockport, 200 bbl. A 1 flour @ 

$4.96. Terms: 10 days. 
Cash sales, % 102.76. 

6. Buy of Browning, Taylor & Co. of New York, 16 half chests Japan 

tea, 900 lb., @ 23^; and 20 cases Ceylon tea, 1000 lb., @ 22^. 
Terms : 2 % 5 days, net 30 days. 

7. Sell Howard & Co. of Buffalo, 3 bales Mocha coffee, 460 lb., @ 32^. 

Terms : 2 % 10 days, net 60 days. 
Cash sales, $ 122.76. 

8. Sell A. C. Newman, City, 1 bale Mocha coffee, 160 lb., @ 28^; and 

2 half chests Japan tea, 120 lb., @ 31 ^. Terms : 1 % 10 days, 
net 60 days. 
Cash sales, $ 139.60. 

9. Receive a check from H. J. Ensign to pay for the sale of the 3d inst 
10. Buy a New York draft and remit it to Browning, Taylor & Co. to 

pay their invoice. Pay exchange at ^ of 1 %. 
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11, Sell Frank S. Carter of Springfield, 2 cases Ceylon tea, 100 lb., @ 

28 ^ ; and 76 bbl. A 1 flour @ $ 5.35. Terms : 2 % 10 days, net 
60 days. 
Cash sales, $ 97.75. 

12, Sell John H. Emerson of Rochester, 10 bbl. Al flour @ $ 5.35; and 

10 bbl. XXX flour @ % 4.90. Terms : 2 % 15 days, net 60 days. 

13, Send Brown & Thompson a check to pay their invoice. 
Cash sales, % 137.75. 

16. Receive a New York draft from Howard & Co. to pay their bill of 
the 7th inst. 

16. Sell Chas. D. Thurston, City, on his note at 30 days, 50 bbl. Al 

flour @ $5.35, and 25 bbl. XXX flour @ $4.90. 

17. Send H. N. Brown's note to the First National Bank of Albany for 

collection. 

18. Receive a check from A. C. Newman to pay his bill of the 8th inst. 
Cash sales, $39.25. 

19. Buy of Barnes & Lyons of Philadelphia, 100 bbl. XXX flour @ 

$4.55. Terms: 3% 10 days, net 60 days. 

20. Pay bill of the Daily News for advertising, $15.75. 

22. Receive a New York draft from Wm. E. Henry to pay his bill of 

the 4th inst. 
Cash sales, $ 61.75. 

23. The First National Bank of Albany has returned H. N. Brown's 

note unpaid. The protest fees are $1.75, and you may send 
the bank a check for this amount. 

24. Receive a New York draft from John H. Emerson to pay his bill 

of the 12th inst. 

25. Buy of Brown & Thompson of Lockport, 100 bbl. Empire Mills 

flour @ $4.25. Terms: net 10 days. 
Cash sales, $57.50. 

26. Sell H. J. Ensign of Jamestown, 3 bags Rio coflPee, 350 lb., @ 23^; 

and 25 bbl. Empire Mills flour @ $4.65. Terms: 2% 10 days, 
net 60 days. 
Cash sales, $33.50. 

27. Mr. Williams has settled with H. N. Brown for his protested note, 

and has received a New York draft for 60 % of the note and 
protest fees. 

Make the necessary entry to dispose of the unpaid balance. 

28. Sell A. C. Newman, City, 2 bales Mocha coffee, 300 lb., @ 28^; 

and 4 half chests Japan tea, 240 lb., @ 31^. Terms: 1% 10 
days, net 60 days. 
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i^9. Draw a draft at 3 days' sight on Cooper & Co., in favor of Brown & 
Thompson for $200, have it accepted by the drawees, and send 
it to the payees to apply on account. 
Cash sales, $84.75. 
SO,' Give Mr. Perkins $25 for private use. 
31. Pay clerk's salary for the month, $40. 
Pay rent of store for the month, $50. 

236. Directions. — Post, take a trial balance, prepare statements of 
losses and gains, and resources and liabilities, and close the accounts 
which show losses and gains. 

You have the following property on hand: 

Furniture and fixtures, less 6 % for depreciation, 
Merchandise, per inventory, $576.76. 



Number Four. 

237. Directions. — The following transactions represent problems 
which give more or less difi&culty to pupils. Write out the journal 
entry for each, including a full explanation; but, as the transactions 
do not form a connected series, the entries need not be posted. 

TransactionB. 

Dec, 1, Buy of W. B. Harrison merchandise to the amount of $ 875. Give 
him in payment his note of Nov. 13 for $500 with the accrued 
interest for 18 days and your note at 30 days with interest for 
the balance. 

2, Sell Jas. C. Duncan 100 bbl. potatoes @ $1.75, buy of him 90 
bbl. apples at $2.50, and give him a check for the balance. 

4, Buy of R. A. Kane the apartment house on the corner of Main and 
State streets for $60,000. Give in payment 100 shares B. & A. 
R.R. stock at 3 275, a note at six months with interest indorsed 
by E. E. Kent for $ 10,000, and a check on the First National 
Bank for the balance. 

6. Receive from Wm. A. Johnson, the executor of your father's will, 
the titles to the following property: the office building at 417 
Main St., valued at $100,000; the residence at 709 Lincoln Ave., 
valued at $20,000; 100 shares N. Y. C. & H. R. R.R. stock, 
quoted at $1544; and five $10,000 5% tl. P. R.R. bonds, quoted 
at $125. 
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8. You made an error Nov. 15 and credited a cash payment of S 100 

to Henry Bogers, when it should have been credited to Henry 
Roberts. 

9, Discount at the Third National Bank your note at 90 days for such 

a sum that the proceeds will be exactly $ 10,000. Deposit with 

them, as collateral security, your certificate for 100 shares N. Y. 

C. & H. B. B.B. stock. 
11. You made an error in computing the amount of a sale to A. D. 

Scott, Nov. 30, and he was debited $12.50 too much. 
1^. Bobert C. Pearson has returned 25 bbl. apples that were billed to 

him at $2.50. You find that the apples are not of first quality, 

as they were warranted to be. 
13. The above apples were purchased of Perkins & Co., and you may 

telephone them to call for them. They were billed to you at 

$1.75. 
16. Draw a draft at 30 days' sight on Hayes & Bro., in favor of M. 

C. Parker, for $200, and send it to the payee, to apply on 

account. 
16. Buy merchandise of Jas. C. Perry to the amount of $ 1257.89. Give 

him in payment a sight draft on F. H. Smith for $500, your note 

at 30 days with interest for $500, and a check for the balance. 

18. Sell Henry 0. Sibley 200 bbl. apples @ $2.50, and 200 bbl. potar 

toes @ $1.75. Beceive his note at 30 days with interest for 
$300, a draft at 30 days' sight on S. A. Boberts for $200, and a 
check for the balance. 

19. M. C. Parker has returned the draft on Hayes & Bro. which 

you sent him the 15th inst, as the drawees have refused to ac- 
cept it. 

£1. Buy the house and lot at 143 Dartmouth St. of Geo. C. Thurston 
for $ 7500. Assume a mortgage on the place, dated Dec. 1, in 
favor of the City Savings Bank, for $ 4000, with the accrued in- 
terest to date, also assume the bill of Howard & Co. for plumb- 
ing, $450, and give a certified check for the balance. 

£^. S. A. Roberts has refused to accept the draft which you received 
from Henry 0. Sibley the 18th inst, and you should return the 
draft to Mr. Sibley. 

^4. The firm has given $25 worth of merchandise to be used for a 
Christmas dinner for the newsboys of your city. 

26. On Nov. 15 you received a note at 3 months for $150 from 0. C. 
Brown to apply on account. This was journalized by mistake, 
Bills Payable to 0. C. Brown. The error has just been dis- 
covered, and you may make an entry to correct it 
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i&7. One bale of coffee in a lot purchased of Jas. C. Perry, Nov. 19, and 
supposed to be firslrclass Mocha has been found to be of an infe- 
rior grade that you cannot use. It contains 150 pounds and was 
billed at 19^. You may return the coffee. 

£9. You (the proprietor) have bought a load of wood of James Monroe 
for $ 7 for use at your home, and you have sold him 4 bbl. of 
potatoes from the store in payment. 

30. George C. Harding has renewed his note of Oct. 30 for $345 with 
interest for two months, by giving a new note at two months with 
interest for the whole amount. 



Number Five. 

Directions. — The following cash transactions represent prob- 
lems which give more or less difficulty to pupils. Write out the cash 
book entries for each, including full explanations ; but, as the transac- 
tions do not form a connected series, the entries need not be posted. 

Transactions. 

Dec. 1, Discount your note at 90 days for $1000 at the First National 
Bank, and receive credit for the proceeds. 

2. Receive from Milton Brown his note, dated to-day at four months, 

for $987.60, and discount it at the Second National Bank for 
cash. 

3. Buy a New York draft at the First National Bank, and remit it to 

Wm. J. Howard to pay his invoice of Nov. 25 for $234.53, less 
the discount of 2 %. The bank charges exchange at ^ of 1 %. 

5. Pay S. H. Sherwood's sight draft on you, in favor of Thomas Frank- 

lin, for $500. 

6. Pay your note for $ 2000, due to^ay at the Second National Bank, 

by giving a new note at 30 days for $ 1000 and a check for the 
balance, including the discount on the new note. 

7. Loan Frank Smith $25, to be returned in 20 days. 

8. Receive from R. S. Crane a sight draft on Wm. H. Tabor for $200, 

and collect the draft. 

9. Receive a check from H. S. Hoag of Ithaca, to pay his bill of Dec. 1, 

for $456.75, less the discount of 3 %. 

10, Deposit the above check. The bank charges collection at ^^ of 1 %. 

11. Receive from the Mutual Fire Insurance Co. a New York draft for 

$5435.50 in payment for fire losses as follows: building, $ 2000 ; 
office furniture, $79.50; coal, $56] and stock of goods, $3300. 
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13. The bank teller says that a $20 bill in your deposit of to4ay 

is a counterfeit. You do not know from whom you received 
it. 

14. You hold John Fowler's note, dated Dec. 1 at three months, for 

$756.87 with interest at 4%. You may discount this note at 
the First National Bank and receive credit for the proceeds. 
The rate of discount is 6%. As the note is payable out of town, 
the bank charges collection at ^ of 1 %. 
16. On Dec. 10 you sold a bill of goods to A. C. Lewis, amounting to 
$876.87. He has returned unsatisfactory goods to tlie amount 
of $ 45.67, and has given you his check in full of account, less 
the discount of 2 %, 

16. A. H. George has settled with his creditors by paying them 65 cents 

on a dollar, and you have settled your claim of $89.50 on that 
basis and have received the cash. 

17. Trade horses with A. D. Brown and pay him $ 50 in cash, to make 

the exchange even. 

18. The A. & B. R.R. Co. report an error in their last freight bill of 

$9.75, and their agent has handed you a check to cover the 
error. 

19. Place in the cash drawer the dollar that you found on the street 

this morning. 

20. Wm. D. Carpenter paid his account in full yesterday, and it is 

found to-day that a $ 50 bill which you received from him is a 
counterfeit. 

21. Some time ago you indorsed a $500 note for Henry W. Adams. 

The note was due yesterday, and, as the maker was unable to 

pay it, you have given your check for $ 501.55 to pay the note 

and the protest fees. 
23. Frank Smith has repaid the loan of the 7th inst., $25. 
24' You hold Chas. Spooner's note for $300, which is due to-day. As 

he is unable to pay the note, it has been protested and you have 

paid the protest fees, $ 1.35. 

26. John Peters has prepaid his acceptance of Dec. 3 for $374.92, less 

the discount to maturity, 37 days. 

27. Prepay your acceptance of Dec. 15, in favor of William Woods, for 

$ 1257.78, less the discount to maturity, 48 days. 

28. Yesterday you secured an option on the vacant lot at 198 State St., 

and this morning you sold this option to Horace Graves for $ 200 
in cash. 

29. Some time ago one of your drivers by carelessness in driving injured 

a horse belonging to Walter James. Mr. James threatened ta 
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sue you for the damages^ and you have paid him $50 to settle 
his claim. 

SO. Several months ago you obtained a patent for an invention of yours 
and you have to-day sold this patent to Jas. R. Wilson for $ 600 
in cash. 

31. A. H. Greorge, who compromised with his creditors on the 16th inst. 
is in a position to pay his former creditors in full, and he has 
given you cash for the unpaid balance of your claim. (See your 
entry for Dec. 16.) 

239. Directions. — Balance your cash book and submit to your 
teacher a statement showing the total receipts and disbursements and 
the balance. 

Number Six. 

240. Opening Books by Double Entry. — At the beginning of a new 
business there should be a brief statement of the facts in the journal. 
There should also be a schedule of the resources and liabilities arranged 
in proper form for posting. Of course in an opening entry, as in all 
other entries, the sum of the debits must balance the sum of the credits. 

Since resources are shown on the debit side of your ledger and liabil- 
ities on the credit side, it follows that in opening a new set of books 
each individual item of the resources must be debited to the proper 
account, and each individual item of the liabilities must be credited to 
the proper account. The proprietor's net investment is the diflference 
between his resources and liabilities at the beginning, and, since the 
proprietor is credited with whatever of value he puts into the business, 
his account must be credited for the difiference between his resources 
and liabilities. (This is assuming that he will not begin business in 
an insolvent condition.) Instead of crediting the proprietor for his net 
investment, he may be credited for his total resources and debited for 
his total liabilities. 

241. Rules for Opening Entries : 

1. Debit the appropriate account for each item of the resources. 

2. Credit the appropriate account for each item of the liabilities. 

3. Credit the proprietor for his net investment, or credit him for his 

total resources and debit him for his total liabilities. 

See illustrations of opening entries on the following pages. 
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242. A Single Proprietor without Liabilities. 
Atlanta, Ga., Jan. 1, 1908. 



Henry C. Miller has begun a retail grocery business 
this day at 416 Main St., with the following 
resources : 



Cash 

Merchandise 
Office Furniture 
Bills Receivable 

Peter C. Jacobs 
To Henry C. Miller 



Deposit in Union Bank 
Per inventory 
Per inventory 
Wm. Brown's note of 

Dec. 1 
Owes on account 
Investment 



978 

3765 

124 

100 
31 



24 
98 
25 



53 



243. A Partnership with Resources and Liabilities. 
BocHESTEB, N.Y., July 1, 1908. 



5000i 



Samuel T. Baker and Manning C. Adams have 
begun a retail hardware business at 312 Frank 
lin St., under the name of Baker & Manning, 
with the following resources and liabilities : 



Cash 

Merchandise 

Office Furniture 

Bills Receivable 

Interest * 

Henry Howland 

Jas. B. King 
To A. C. Davis 
Jas. P. Rowley 
Samuel T. Baker 

Real Estate 

Cash 
To Manning C. Adams 



Deposit in First Nat. Bk. 
Per inventory 
Per inventory 
Per Bill Book 
Accrued on above 
Owes on account 
Owes on account 
Due him on account 
Due him on account 
Net Investment 
Building at 312 Franklin 

St. 
Check on Union Trust Co, 
Investment 



1324 

3654 

75 

203 

2 

254 

25 



4500 
500 



59 
78 

50 

45 



339 

200 

5000 



5000 



32 



Note. — If there are many personal accounts included in the investment, the book- 
keeper may refer to them as *' Accounts Receivable, per Ledger'* and "Accounts Pay- 
able, per Ledger ** ; and then open these personal accounts in the ledger at once, and enter 
the respective balances directly in these accounts without carrying them through the journaL 

* No statement of resources and liabilities can be absolutely correct, unless it includes 
all items of accrued interest. 
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244. Directioiis. — You may refer to the statements of resources and 
liabilities which you prepared from the four trial balances on pages 86 
to 91, and 

1. From the data furnished by these statements write an opening 

journal entry for each of the four statements. 

2. Write such opening entries for the third and fourth statements, as 

would be necessary if you were to use purchase and sales ledgers. 

3. Take three sheets of ledger paper and open a sales ledger, a pur- 

chase ledger, and a general ledger for the fourth statement. 
Make these opening entries directly in your ledgers from your 
statement without using a journal. Prove your purchase and 
sales ledgers, and take a trial balance of your general ledger. 

Number Seven. 

245. Test Exercises. — The Education Department of the State of 
New York provides uniform examinations for all the high schools in the 
state. For the subject of bookkeeping there are two examinations, 
elementary and advanced, and copies of recent examination papers are 
given herewith. Write out each examination in its turn and submit 
your work to your teacher. 

246. Elementary Examination. 

1-4. Make cash book and journal entries of the following transac- 
tions in form for posting to the double entry ledger: 

Special Instrnctions. — Enter all cash items in cash book. Sometimes for convenience, 
as in grouping all the investments in a new business into one entry, cash may be entered 
in the journal and checked (V); but cash should be posted from cash book only, and 
except as above stated must not be journalized. 

The journal and the cash book required are books of original entry. Such books are 
accepted as evidence in court, and for this reason the details of every entry should be so 
explained as to make the meaning clear. 

Dec. Ij 1905. James Adams, having purchased his partner's interest, be- 
gins a hardware business in Rochester, N.Y., with the follow- 
ing resources: Cash, $3,187.60; merchandise per inventory, 
$4,625.10; furniture and fixtures, $396.75. 
2. Sold H. W. Lowell 2 porcelain-lined bath tubs @ $160, 1 novelty 
furnace @ $175, 1 brick-set range @ $23.60. Terms: VaVao 
(2% off if paid in 5 ds^ys, net 30 days). 
4. Bought of Rochester News Co. office books and stationery and paid 
by check, $21.86. 
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6. Bought of Dowling & Co., New York, 3 refrigerators @ $22.25, 
4 washing machines @ $ 13.50. Terms : Yi© "/ao- 

6. Sold J. G. Morton on account, 6 ice-cream freezers @ % 3.25. 

7. Received H. W. Lowell's check in payment of bill of Dec. 2, less 

discount. 

8. Sold C. D. Holroan on account, 6 doz. No. 278 locks @ $5.25, 

6 bronze butts @ $ 1.40. 

9. Cash sales to date, $596.10. 

11. Bought of Davis & Son on account, 8 marble basins @ $ 10.50. 

12. Keceived C. D. Holman's note at 30 days to apply on account, %2b. 

13. Indorsed Holman's note in full and forwarded it to Davis & Son 

to apply on account. 
H. Bought of Jenkins & Martin on account, 3 novelty furnaces @ 
$162.50, 6 porcelain-lined bath tubs @ $137.50. 

15. Sent Dowling & Co. a N.Y. draft in payment of invoice of Dec. 5, 

less discount. 

16. Cash sales for the week, $897.40. 

18. Drew from business cash for personal use, $175. 

19. Have settled with J. O. Morton, who has failed in business, at 50 

cents on the dollar and have accepted his note at 30 days, 
indorsed by William Camp, in payment of his account of Dec. 6. 

20. Sent Jenkins & Martin on account a draft at 10 days on C. D. Hol- 

man fbr $ 14.90. 

5-6. Post all items given in questions 1-4. 

7-8. Make a trial balance and close the ledger called for in questions 
5-6, showing through the Loss and Gain account the proprietor's pres- 
ent worth. . Inventories are: merchandise, $4,537.70; furniture and 
fixtures, $384.15 (a desk has been destroyed). 

9. All of Adams's banking business is done at the Flour City Ex- 
change Bank, of which Howard Ross is cashier. Write (a) the check 
mentioned in the transaction of Dec. 4, (V) the draft mentioned in the 
transaction of Dec. 15, on the Metropolitan Bank of New York. 

10. Rule and make out in proper form the bill of goods sold H. W. 
Lowell, Dec. 2, duly receipted. Write the note referred to in the trans- 
action of Dec. 12 and show the indorsement made on Dec. 13. 

11. Name four books, other than the ledger, that might be used to 
advantage in a wholesale dry-goods business. Explain the use of each 
book named. 
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12. Compare single entry with double entry bookkeeping in respect 
to (a) kind of accounts, (6) manner of recording transactions. Mention 
two advantages that double entry has over single entry and name a 
business that could be best recorded by (a) single entry, (6) double 
entry. 

247. Advanced Examination. 

1-8. B. F. Johnson of Erie, Pa., and William Wallace, who has 
an established business in Buffalo, have formed a partnership for five 
years, under the name of Wallace & Johnson, beginning Dec. 18, 1905. 
Wallace invests his stock of merchandise valued by appraisers at $4750, 
furniture and fixtures $500, and a note of $ 300 given by Smith & Gray 
of Batavia, payable to Wallace three months from Sept. 21, 1905, pay- 
ment guaranteed by him. Johnson invests $5550 cash, and it is agreed 
that in lieu of the good will of the Buffalo business, losses or gains shall 
be shared on the basis of |J to Wallace and \^ to Johnson. Wallace is 
to have general charge of the business, and Johnson is to travel when 
necessary and to have charge of traveling salesmen. 

The books of account are general ledger, sales ledger, purchase ledger, 
journal, cash book, sales book, and invoice book. The cash book is to 
have four money columns, each ruled for dollars and cents, on both the 
debit and the credit pages, for the convenient handling of trade discount, 
cash sales to transient buyers, and expense account. No counter 
entries are to be made on either side of this book, and the main column 
on the debit side is to show the exact amount of cash received, while 
that on the credit side shows the exact amount paid out. No cash 
account is to be kept in the ledger. The journal is to be used only for 
such entries as cannot be conveniently made in the other books. 
Enter in the proper books the investments and the following transac- 
tions: 

Dec. 18. Bought for cash, books of account and stationery for office, $45.50 ; 

10 tons coal for heating store, $60. 
Sold E. J. Holden, Homellsville, 2 bags, 250 lb., choice Rio coffee 

@ 23 ^ ; 1 bale, 150 lb.. Mocha coffee @ 28 ^. Terms : V^ "/« (2 % 

off if paid in 10 days, net if paid in 60 days). 
Sold Fox and Gilbert, Olean, 20 bbl., 6500 lb., granulated sugar 

@ 5^^, less 15^ a 100 lb. Terms: V,o V»- 
Bought of Minnesota Mill Co., Minneapolis, 700 bbl. best flour 
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(spring patent) @ $4.75, delivered in Bafihlo. Terms, cash on 
delivery. 
Cash sales to transient buyers, $ 202.75. 

19. Bought of Bearing & Arthur, New York, 20 half chests, 1200 lb., 

Japan tea @ 25^ ; 16 cases, 800 lb., Ceylon tea @ 20 ^. Terms : 

V* Veo- 
Sold Smith & Peters, Syracuse, 2 bales, 300 lb., finest Mocha coffee 

@34^. Terms: 7,0 V«. 
Cash sales, $ 245.50. 

20. Bought of L. D. Brooks, New York, 10 chests, 900 lb., fancy orange 

tea @ 50 ^. Terms : » /„ "/eo- 
Sold George Adams, Albany, 100 cases No. 2\ extra cherries @ 

$3.50. Terms : Vio Vflo. 
Sent note of Smith & Gray to Batavia bank for collection. 
Cash sales, $ 296. 
2t. Sold Smith & Peters 2 chests, 180 lb., fancy orange tea @ 65 ^ ; 75 

bbl. flour (Minn, spring patent) @ $5.10 f.o.b. at Buffalo. 

Terms: VioVeo. 
Cash sales, $185.50. 
22. Batavia bank returns Smith & Gray note unpaid, protest expenses 

$ 1 .29. Make the proper entries. 
Sold E. J. Holden 10 bbl. large, round Labrador herring @ $5.50; 

2 bbl. Alaska pink salmon @ $ 8.50. Terms : * /i© V«o- 
Sent Minnesota Mill Co. N.Y. draft to pay invoice, Dec. 18. 
Cash sales, $ 275. 

25. Sent Dearing & Arthur N.Y. draft in payment of invoice, Dec. 19. 
Cash sales, $78.50. 

26. Bought of L. D. Brooks 15 boxes, 360 lb., H.C. chocolate @ 29^. 

Terms: VioV«). 
Cash sales, $65.25. 

27. E. J. Holden remits N.Y. draft for bill of Dec. 18. 
Fox & Gilbert remit N.Y. draft for bill of Dec. 18. 
Cash sales, $52.75. 

28. Smith & Peters remit N.Y. draft for bill of Dec. 19. 

Sent L. D. Brooks N.Y. draft in payment of invoice of Dec. 20. 
Cash sales, $ 130.25. 

29. After some correspondence with Smith & Gray, makers of the dis- 

honored note, they offer Wallace & Johnson a note for $150, pay- 
able in 30 days from this date, indorsed by James Bowen, which 
is accepted in full settlement. Make the proper entry to close 
Smith & Gray's account. 
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Cash sales, $120. 
SO. Paid salaries from Dec. 18: salesman $45; bookkeeper $35; bill- 
ing clerk $ 15. 

Paid rent of store \ month $50; printing $20; postage and tele- 
grams $ 12.50. 

Cash sales, $ 165.75. 

Post sales ledger, purchase ledger, and main ledger. Make trial 
balance and show through Loss and Gain Account the present capital 
of each partner. Furniture and Fixtures is an asset and remains un- 
changed. Merchandise inventory, $6636.60; expense inventory, $60. 



EXERCISE XVII. 
THE VOnOHEB METHOD OF BOOEEEEFHTO. 

248. The Voucher Method is one of the most recent improvements 
in bookkeeping methods. It takes its name from the fact that for 
every disbursement a special voucher is prepared. This voucher shows 
in exact detail the purpose for which the money is paid, and must be 
properly checked, verified, and approved before it is paid. While this 
method was designed especially for the use of large corporations, it 
may be readily adapted to the needs of almost any business. 

249. The Voucher. — There are several foyms of vouchers in use, 
but the fundamental purpose is the same in each. The illustration on 
the next page shows the form of a voucher used by one of the largest 
manufacturing corporations in New England, and this lesson is based 
upon their method of using vouchers. You will notice that in this 
illustration the voucher and the check to be used in making payment 
are printed together with perforations between, so that the check can 
be detached. The number of the check is the same as the number of 
the voucher, and the amount of the check must of course correspond 
with the amount of the voucher. The voucher shows at the top the 
name and address of the person to whom the money is due. 

In the column headed "Distribution" are printed the names of 
the accounts to which disbursements are most frequently charged, and, 
after a bill has been properly verified and attached to the voucher, this 
column must show the amount to be debited to each account. In the 
columns at the right are entered the date and amount of each bill that 
is attached to the voucher, and of course the total of this column must 
agree with the total of the distribution column. 

250. Method of Using Vouchers. — As soon as goods are received, 
the bill is checked by the receiving clerk. When it has been ascer- 
tained that all the goods have been received in good condition, the bill 
is checked again to verify the prices and extensions, and, if any errors 
are found, these are corrected on the face of the bill. The bill is now 
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attached to the back of the voucher, and the several items of the bill 
are classified on the face of the voucher. The voucher with the bills 
attached is next passed to the head bookkeeper for a final examination 
and approval. If bills are paid once a month, all the bills from the 
same party, received during the month, may be attached to one voucher. 
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Note. — The original voucher of which the above illustration is a reduced facsimile 
is 8 by lOi inches. 
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251. The Voucher Register is a book in which a record is made of 
each voucher as it is issued. When the voucher method is used, it is 
not necessary to keep an invoice or purchase book. The voucher reg- 
ister contains a special column for each account that is shown in the 
distribution column of the voucher. The amount of the voucher is 
entered in the column marked "Vouchers Payable," and each item 
that appears in the distribution column of the voucher is entered in 
its proper column in the voucher register. The book is proved by 
ascertaining whether the sum of all the distribution columns is equal 
to the sum of the vouchers payable column. 

The entries in this book are not posted till the end of the month, 
and then the sum of each of the distribution columns is posted to the 
debit side of the proper account in the ledger, and the sum of the 
vouchers payable column is posted to the credit side of vouchers pay- 
able account. When the voucher method of bookkeeping is used, no 
accounts are kept with the persons from whom goods are purchased. 
Vouchers payable account corresponds to accounts payable account; 
with which you are already familiar. 

The following illustration shows a voucher register arranged for 
use in connection with the voucher on page 219. You will note that 
there is a column for each item that appears in the distribution column 
of the voucher and an additional column for such miscellaneous items 
as are not provided for by the special columns. 
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252. Payments. — When a voucher is paid, the date of payment is 
entered in the voucher register. The entry in the cash book for the 
payment shows the number and amount of the voucher and may also 
show the name of the creditor. The amount is entered in vouchers 
payable column in the cash book, and at the end of the month the 
footing of this column is posted to the debit of vouchers payable 
account in the ledger. 

When all of the vouchers have been paid, vouchers payable account 
will balance ; and at any time the total of the unpaid vouchers, as shown 
by the voucher register, should agree with the balance of the vouchers 
payable account. 

253. The Voucher Check. — The check used with this voucher is a 
distinctive feature of this system. Many companies send the voucher 
to the creditor with a request that he receipt and return it at once, 
but vouchers are sometimes lost, and this check is designed to make it 
unnecessary to send the voucher to the creditor. Some companies use 
a combined voucher and check in order to insure the prompt return of 
the voucher. When a voucher of this kind is used, the check is not 
detached from the voucher, but the voucher is returned through the 
bank with the check. This makes a very cumbersome form of check, 
and many banks object to handling them. 

The face of the check used with this voucher, as shown by the illus- 
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tration on page 219, does not differ from the usual form; but the back 
contains a statement of the bills for which the check is issued, so that 
when the check has been paid by the bank, it is a sufficient receipt for 
the items shown on the voucher. The following illustration shows the 
back of this check : 



This check is in settlement 
of the following account. No 
receipt is necessary. If incor- 
rect, please return. 
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254. Filing the Vouchers. — The vouchers are filed in a vertical file 

in numerical order, and a card index is kept, showing the names of all 

the creditors and the numbers of the vouchers issued to each. This 

makes it easy to find any voucher in the file, if the number of the 

voucher or the name of the creditor is known. See page 236 for a 

discussion of filing systems. 

Note. — It is suggested that pupils be required to prepare forma for a youcber and a 
voucher register that might be used for the transactions of Exercise XIV. These transac- 
tions do not require as extended a classification as those of a manufacturing business, but 
they will serve to illustrate how the voucher method may be adapted to the needs of a 
retail business. 
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255. A Loose Leaf Book is one in which leaves may be inserted, or 
from which leaves may be removed at will. Such books have me- 
chanical devices or binders which usually have several posts to hold the 
sheets in place, and when a leaf is inserted the posts pass through holes 
in the margin. The best forms of binders are equipped with expansion 
backs, which permit the addition of extra leaves, and they also have 
locking devices by means of which the leaves may be fastened as 
securely as in a bound book. 

The illustration herewith shows very clearly the manner of remov- 
ing or inserting leaves. 




Loose leaf books possess many advantages over the usual bound 
books, and in consequence their use is being extended very rapidly. 
The most obvious of these advantages ai*e the following : 

256. A Loose Leaf Book is Perpetual. — Undoubtedly the greatest 
advantage of loose leaf books over bound books is in the fact that it is 
never necessary to open a new set of books. After a loose leaf system 
has been installed it is perpetual, and the number of records can be 
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increased or decreased, as the business demands, without changing the 
arrangement. 

When a loose leaf ledger has been opened, the accounts need never 
be transferred to a new ledger. If an account is permanently closed 
for any reason, that leaf should be removed and filed in another book 
called a transfer ledger. This leaves only live accounts in the current 
ledger. If at any time a dead account should be reopened, the leaf 
would be taken from the transfer ledger and returned to its proper 
place in the current ledger. 

Should a leaf in the current ledger become filled during a months 
insert another leaf next to it, giving it the same heading but marking 
it, ^k&&t cAo, i. After a trial balance has been taken at the end of the 
month, remove the filled leaf and place it in the corresponding place in 
the transfer ledger. As the transfer ledger is indexed in the same 
manner as the current ledger, it is always easy to refer to old records. 
In the transfer ledger all the sheets representing one account should 
be arranged in numerical order. 

By this means all the items belonging in one account are kept to- 
gether, no matter what length of time the account covers, and are not 
widely separated, as is often the case where an account has to be trans- 
ferred from one place to another in a bound book. 

257. Self -indexing. — The next great advantage is that no separate 
index need be maintained, as the records may be arranged in alphabeti- 
cal order so that any particular record can be referred to instantly. In 
a loose leaf ledger, projecting, leather-tabbed index leaves may be 
arranged through the book, and the leaves containing the accounts 
may be arranged in each division as names are arranged in an ordinary 
city directory. This plan makes such a book self -indexing and results 
in a great saving of time. 

Should it be desirable to use the state and town plan of indexing, 
the state index tabs may be arranged alphabetically, and under each 
state the ledger accounts may be arranged alphabetically by towns, as 
Aurora, Belvidere, Canton, Decatur, etc. Sometimes it may be an 
advantage to arrange customers' accounts alphabetically under each 
state regardless of their towns. 

258. Elasticity. — With a loose leaf ledger it is not necessary or 
advisable to use as large a sheet as is customary with bound books, for 
the reason that, no matter how long an account may run or how much 
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space it may occupy, additional sheets can be provided as they are 
needed, and for short accounts the smaller sheets are preferable. 

259. Adaptability. — The first form of loose leaf book that came 
into general use was the ledger ; but loose leaf books are being used 
for every conceivable purpose, and the fact that they are being adopted 
by the largest banks, corporations, and business houses proves that they 
possess many advantages over the ordinary bound books. 

260. Charging and Billing. — The new way of making out the bill 
and entering the charge at the same time, and posting directly from 
the carbon copy to the ledger, possesses decided advantages over the 
old way of entering the items in a sales book, making out a separate 
bill for the purchaser, and then posting from the sales book to the 
ledger. The old way is a waste of time and also offers more oppor- 
tunities for errors, while the new way is economical, rapid, and 
accurate. 

The bill heads are furnished in different lengths, and when a bill is 
to be make out, the proper size is selected and placed over one of the 
long transfer sheets with a carbon sheet between, and both the bill and 
the sales record are made at one writing. Some manufacturers use 
both sides of the sheet for this purpose. 

By this method, only the amount of space necessary to copy the bill 
is used, and when another bill is made out, it is copied lower down on 
the same transfer sheet, and so on until the sheet is entirely filled. The 
transfer sheets are numbered in rotation and filed in a binder. The 
posting is done direct from these transfer sheets. 

The plain transfer sheet shown on page 226 measures 9j inches 
wide by 12 inches long, and is used in connection with the three dif- 
ferent lengths of bill heads shown on page 227. 

261. Monthly Bills. — Many retail stores render itemized bills at 
stated periods, usually at the end of the month. For this purpose a 
double sheet may be used, folded at the right, and perforated for easy 
separation when the bill is to be sent to the customer. The under 
portion is about two inches wider than the upper, and is punched so 
that the whole may be filed in a loose leaf binder. A sheet of carbon 
paper is placed between the two leaves, and an exact copy of the bill 
is made with only one writing. The upper portion is sent to the 
customer at the end of the month, and the carbon copy is retained for 
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the sales record. There are special billing machines and typewriters 
with billing attachments for doing this work. 

During the month these double sheets are kept in a loose leaf 
binder, arranged alphabetically, from which any sheet can be removed 
quickly, if any new transaction is to be recorded. As the charge 
tickets come into the office, the items are entered directly on the bills. 
Credits for goods returned and cash payments are entered in the credit 
column. By this method the bills are always ready on the first day of 
the month and may be detached and mailed at once. The carbon copies 
are then bound in a loose leaf book, which takes the place of the bound 
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sales book, from which the monthly totals are posted to the customers' 
accounts. 

This method obviates the necessity of rewriting the items in a sales 
book, and thus saves much time. It also avoids many errors in copy- 
ing, for the sales book will contain an exact copy of the bill sent to the 
customer. The illustration on page 228 shows a bill and the sales book 
copy which have been prepared on a billing machine. 

262. Important Features. — This article has described only a few 
of the uses of loose leaf books, but enough has been said to demonstrate 
their general utility and great value. In choosing a loose leaf outfit 
some of the points to be considered are : security of contents, ease of 
manipulation, simplicity of construction, flat writing surface, method 
of indexing, and cost. 

It will usually be found economical to purchase the best quality, for 
the reason that a loose leaf binder is supposed to last indefinitely and 
does not have to be renewed at frequent intervals, as is the case with 
bound books. 



EXERCISE XIX. 



OABD IimEZ 8TSTEHS. 




Tray Outfit. 



263. Origin. — The card catalogue of libraries, now in such general 
use, is the original form of card index. Within the last quarter of a 

century it has been 
proved that this 
method of record 
keeping is also a val- 
uable adjunct in dis- 
tinctly commercial 
lines, and its use has 
spread rapidly into 
many branches of 
business. Only a 
few of the uses of 
card index systems 
are explained in this 
exercise, but these 
illustrations will 
help you to appreciate their great value and general utility. 

264. Description. — The 

card index consists pri- 
marily of three parts : a tray 
or drawer of wood, paste- 
board, or metal in which all 
cards stand on edge ; record 
cards with a suitable surface 
for ruling, printing, and 
writing ; and guide cards of 
stiff material with projec- 
tions extending above the 
record cards, such projec- 
tions being lettered or num- 
bered according to some 
system, for the purpose of readily locating record cards. The maxi- 
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mum number of record cards to be filed under one guide should 
rarely exceed fifty, and a smaller number is often advisable. The 
trays or drawers for containing these cards may be single complete 
receptacles or parts of large cabinets containing any number of 
drawers or compartments. 

265. Advantages. — For many purposes this method of record keep- 
ing is superior to the usual book records, particularly where a large 
number of subjects is to be listed. The most obvious of these 
advantages are: 

Elasticity. The addition of new matter or the subtraction of use- 
less records may be made by inserting or removing record cards with- 
out interfering with their systematic arrangement. A card index may 
be entirely reclassified according to a new method without rewriting 
any records. This capacity for unlimited expansion, contraction, and 
rearrangement is perhaps the most valuable characteristic of the card 
index. It is to be compared with the following difficulties in book 
records : the impossibility of eliminating useless records, the imprac- 
ticability of anticipating the probable number of entries under each 
subject and so securing the desired arrangement of items, and the 
necessity of rewriting a large number of entries when a new book is 
opened. ^ 

Facility. Among the most important advantages are the e^se and 
speed with which records can be found, because the guides and record 
cards are adjacent and in one compartment, and so a card index may 
be styled "self -indexing." In bound books it is necessary to refer first 
to an alphabetical index and then to the numerical paging. 

Classification. By the appropriate use of colors and tab projections, 
record cards may be subdivided according to more than one method at 
the same time. (See description of subscription accounts on page 232.) 
There is no satisfactory way of accomplishing this simultaneous classi- 
fication in books. 

266. Card Ledgers. — The illustration shows one form of a card 
ledger indexed with alphabetical guides. It will be noted that open 
accounts and closed accounts are filed sej^arately, which may be done in 
the same compartment, or in separate drawers or cabinets, and also that 
record cards are placed in front of their appropriate guides. Posting 
from the journal and cash book is rapid, because of quick reference and 
the absence of old accounts. The form and size of the record card may 
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Card Lbdobk. 



be varied to suit requirements. This application of the card index idea 
to card ledgers is equally suitable for a small or large list of accounts. 

267. Subscription Records. — The form of record card shown here- 
with is convenient for keeping publishers' accounts with subscribers. 
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The guides shown are alphabetical under each state, but oft^n bear the 
names of towns, and when so made are called geographical guides. It 
will be noticed that the record cards have small semi-circular projec- 
tions on their upper edge. These are called tabs and serve to indicate 
the months in which the subscriptions expire. All those subscriptions 
that should be renewed in June can be easily found without referring 
to the records on the cards. 

A still further classification is possible by the use of colored cards. 
Take for example a daily paper, publishing morning, evening, and Sun- 
day editions. Let white cards be used for subscribers to the morning, 
bufif for the evening, and blue for the Sunday edition. It will be seen 
that this secures three separate, readily distinguished classifications: 
alphabetical under town or state, chronological according to monthly 
expiration tabs, and descriptive of classes of subscribers according to 
colors of record cards. 




Numerical Index Cards. 



268. Numerical Indices. — These are for the purpose of keeping in 
strictly regular order cards referring to the numbers under which the 
desired entries may be found in a book or larger card index. Book 



234 



PRACTICAL BOOKKEEPING. 



indices to ledgers or other records are cumbersome. They become 
rapidly filled with useless names and therefore are not permanent. If 
cards are used, the division into open and closed accounts explained in 
section 266 should be observed. Each person or firm is allowed a card, 
and on this is entered the ledger page and a brief memorandum of their 
financial standing. From time to time the new information accumu- 
lated is entered on the card, and it soon becomes valuable to the credit 
department as well as to the bookkeepers. 

269. Signature Records. — This is a form of card index particularly 
useful for banks and trust companies. Signature books fill up and have 
to be rewritten, contain old and useless signatures, leave no room for 
future data, and are open to inspection by each new depositor when 
signing his name. A card index will enable each depositor's signature 
to be taken on a separate card, the card to contain plenty of space for 
data to guide the paying teller. As depositors withdraw, their cards 
are removed and destroyed or filed in another index. The cards are 
usually arranged alphabetically according to the customers' names. 

270. Employee Records. — This form provides a desirable arrange- 
ment for indexing and classifying employees and ex-employees, with 
the necessary information regarding each. Such a record is especially 
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important where men are employed by the foreman, who is apt to trust 
to his memory alone. This method is not only uncertain, but it leaves 
his successor entirely uninformed regarding conditions with which he 
should be familiar. Usually two sets of alphabetical guides are used, 
one for employees and one for ex-employees. The indexed list of past 
employees is very valuable for reference. 



EXERCISE XX. 



Funra ststems. 



271. A File. — In its commercial and professional application a file 
is defined as ^^ an orderly collection of papers arranged and classified 
methodically for preservation and reference." The file may consist 
of a drawer, case, box, or other receptacle used for storage, but the 
essential features are the arrangement or classification and the method 
or system of indexing. 

272. Indexing. — Whether the alphabetical, numerical, chronologi- 
cal, or geographical system is used, the object is always the same ; 
namely, that of elimination. In this way the search for the particular 
paper or record desired is reduced to one page or compartment in 
the file. A dictionary or city directory may contain hundreds of 
thousands of names, yet with the perfect system of indexing any 
particular name may be readily found. 

In indexing letters, documents, catalogues, books, pamphlets, photo- 
graphs, drawings, patterns, samples, etc., the underlying methods are 
essentially the same. The following sections will briefly describe 
various systems of filing and indexing as applied to commercial 
correspondence. 

273. Alphabetical Indexing. — With this system the leaves or guides 
(for illustrations of these refer to the descriptions of appliances on 
succeeding pages) are furnished in various subdivisions of the alphabet, 
so arranged as to prevent too many papers accumulating under one 
guide, and designed to distribute the contents evenly throughout the 
drawer. This is accomplished by subdividing certain letters according 
to the frequency with which each occurs in common use. This 
system is unquestionably the simplest and most practical for a limited 
filing capacity. 

274. Numerical Indexing. — In this system a number is assigned to 
each correspondent or subject, and all papers are filed in a folder or 
envelope bearing that number, and arranged consecutively throughout 
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the file. For the purpose of indexing, a suitable card index is re- 
quired, which may be arranged either alphabetically or geographically. 
When a correspondence is opened, a number is assigned and the 
proper index card filled out with the correspondent's name, address, 
and filing number. The folder is then filed in consecutive order. 
When it is desired to refer to this correspondence, the index card 
shows the number under which such letters will be found. See 
illustration on page 233. By this method minute cross-indexing is 
possible. 

275. Geographical Indexing. — Guide or index cards printed with 
the names of states and towns are used in this method, and letters 
are placed in a folder bearing the correspondent's name, to be filed 
under the proper town guide. In large cities, or where the volume 
warrants, it is possible to use auxiliary alphabetical guides. Where 
the correspondence covers a large area, this system is especially 
desirable, as it prevents the accumulation under one guide of too many 
common names, such as John Smith, George Brown, etc., as is the 
case in the alphabetical system. 

276. Chronological Indexing. — Guides printed with the names of 
the months and with the 31 days in each month and numbered 1-31 
are used for this system. Where it is desirable to have correspond- 
ence brought to attention on a specified date, this chronological 
indexing is especially desirable, and it is largely used in conducting 
a follow-up correspondence. 

277. Appliances. — The manufacture of filing appliances has de- 
veloped into one of the staple industries. The universal tendency 
toward specialization demands equipment designed and arranged for 
specific purposes which will serve the great majority of such require- 
ments as may arise. A wide range is offered from which to select, and 
each appliance has its particular purpose. The following illustrations 
show some of the simple forms in common use: 

278. Flat Filing. — These illustrations show the usual form of a 
flat filing drawer cabinet. When a drawer is filled the entire contents, 
together with the index and pin, are removed and placed in a transfer 
case. The number of the transfer case, with the date of transfer, is 
then recorded on the sheet attached to the drawer bottom, and a new 
index inserted and the filing continued. 
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(2) Flat File Index. 




(3) Transfer Volumes Filled and 
Numbered. 



(1) Flat File Cabinet. 

279. Vertical Filing. — On the 
following page is shown a vertical 
file of upright form, which is gen- 
erally considered the most practical 
and convenient arrangement. The 
illustration shows a drawer with numerically arranged folders and 
subdivision guides. The usual form of index card used for indexing 
is shown on page 233. The upper cut shows . a drawer arranged 
geographically by means of town guides. When necessary, state 
guides are also used ; but in many cases the drawer label serves the 
purpose of subdivision by states. 

Several methods of transferring the vertical file contents are 
possible. When alphabetical or geographical indexing is used, it is 
sometimes desirable to remove the entire drawer contents, making the 
necessary record upon the transfer case label. It is also possible to 
use heavy-weight folders, retaining them permanently in the drawer, 
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(1) Vertical File Cabinet. 



(3) Numerically Arranged Indexing. 
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and transferring the contents to a light- 
weight folder suitably numbered. In 
this method the record of transfer is 
made upon the permanent folder. 
With numerical indexing, the index 
card may be used to indicate the record 
of transfer. 

280. Document Filing. — In filing 
legal documents the use of cap size ver- 
tical files is constantly becoming more 
popular. However, for folded papers, 
vouchers, and similar matters, the use 
of a file as illustrated is very satisfac- 
tory and desirable. Generally, the in- 
dexing is accomplished simply by the 
drawer labels, although subdivision 
guides can easily be inserted. 

For transferring, heavy pasteboard 
boxes of dust-proof construction are de- 
sirable, and after being properly labeled 
these may be stored upon convenient 
shelving. 

281. In Planning a 
Filing System it is of prime importance that the 
method employed be consistent and selected with 
special reference to the particular results desired. 
Accuracy and simplicity should always be borne in 
mind in deciding upon the system to be used. 
Above all, exceedingly technical and complicated 
systems should, as far as possible, be avoided. 




(1) Document File Cabinet. 




(2) Document File 
Drawer. 



EXERCISE XXL 
MISOELLAVEOnS AOOOUITTS. 

282. It is not necessary to study all the different accounts that are 
used by bookkeepers. It is sufficient to be so familiar with the uses of 
the principal ones that you can devise such additional accounts as you 
may need. There are, however, a few accounts that you have not 
studied as yet with which you should be familiar, and among them are 
the following : 

283. Securities. — Under this term we include stocks and bonds 
issued by corporations. The title Stocks and Bonds might be used 
instead of Securities. The owner of such property may keep one 
account with this title, or he may keep a separate account with each 
class of securities in his possession, as N. Y. C. & H. R. R. R. Stock, 
Union Pacific 4'8, etc. 

If he keeps one general account, he will debit this account for the 
cost of each block of stocks or bonds at the time of purchase, and will 
credit the account for the amount received for the sale of any of these 
securities. The gain or loss on the account may be ascertained at any 
time by taking an inventory of the securities on hand at their market 
value and closing the account, as any other property account is closed. 
If the owner prefers to keep a separate account with each security, it 
will be kept in the same way and the gain or loss will be found in the 
same manner. 

284. Income or Interest. — The owner of securities may credit se- 
curities account for any dividends or interest received from the invest- 
ment, or he may keep the income from this source in a separate account 
under this or a similar title, and then his securities account will show 
only the cost and sales of his securities. 

285. Services. — Some kinds of business are carried on for the pur- 
pose of selling services to others. Brokers and commission merchants 
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sell their services for a brokerage or commission ; doctors and lawyers 
render their services for fees ; telephone and telegraph companies 
deliver our messages, railroad and express companies carry our goods; 
and in each case, no matter what name may be given to the account 
which represents the earnings, it is really an account with services. 

Those who pay for these services usually debit the sums so paid to 
expense account, or to some subdivision of this account. A service 
account will not usually be kept, except in some special business, such 
as those mentioned above. Such an account should be credited for all 
sums received for services rendered to others, and it should be debited 
for all rebates or other sums paid out that reduce the net earnings on 
account of services. 

286. Real Estate. — The owner of lands and buildings, both of 
which are included under the title of real estate, may keep one account 
for all of this kind of property, or he may keep a separate account with 
each individual property. 

A real estate account may include, in addition to the purchases and 
sales, all outlays for improvements, repairs, taxes, and incidental ex- 
penses, and all rentals or income of any kind from the property. If the 
account is kept in this way, the gain or loss may be found at any time 
by taking an inventory and closing the account in the usual manner. 

Under some circumstances it is well to keep two accounts with real 
estate : (1) a property account, which will be debited for all purchases, 
and for any outlays for additions or improvements which increase the 
value of the property, and credited for all sales ; and (2) an income 
account, which will be debited for all outlays for repairs, taxes, and in- 
cidental expenses, and for any losses on sales, and credited for all 
income of any sort from the property, including the profits on sales. 

287. Shipments. — This is an account with property shipped to a 
commission merchant, to be sold on commission. The account should 
be debited for the cost of the property shipped and for any freight or 
other charges paid. The account should be credited for the net pro- 
ceeds of each shipment after the consignee has sold the goods and 
rendered an account sales. 

288. Consignments. — This is an account kept by the commission 
merchant with goods received to be sold on commission. This account 
should be credited for the sums for which the consigned goods are sold, 
and it should be debited for the charges for freight, drayage, storage. 



MISCELLANEOUS ACCOUNTS. 



243 



commission, etc., and for the net proceeds as shown by the account 
sales. 

289. An Account Sales. — As soon as a commission merchant has 
sold the goods which have been shipped to him to be sold on commis- 
sion, he should render a statement of the sales and the charges. 
Such a statement is called an Account Sales. The following is an 
illustration of 

An Account Sales. 
Springfield, Mass., Dec. 23, 1906. New Series 

HENRY J. PERKINS COMPANY ^"p"-*^ 

COR. LYMAN AND DVIGHT STREETS 

J\ro. 4263 

Sold for Maxwell Bros., Rockville, Conn. 

Received Dec. 1-18-22, 1906. 

VERY IMPORTANT - ALWAYS MAIL INVOICE OF EACH SHIPMENT PROMPTLY. 
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EXERCISE XXII. 
HISOELLANEOnS. 

290. Duties of a Bookkeeper. — When a bookkeeper takes charge of 
a set of books he should: 

(a) Take a trial balance in order to ascertain whether the books 
are in balance. If the books are not in balance, this fact should be re- 
ported to his employer before he assumes any responsibility for the 
books. 

(6) Study carefully the method of keeping the books so as to 
acquaint himself thoroughly with the use of each book. 

(c) Compare the cash on hand with the balance shown by the books. 

(d) Have the bank book written up, in order to be sure that there 
is no discrepancy in the bank account. 

(6) Examine the bills receivable account and ascertain whether the 
amount of other people's written promises to pay which are on hand 
agrees with the balance of this account. 

When a bookkeeper leaves a set of books he should: 

(a) Be sure that every entry has been posted. 

(6) Take a trial balance to prove that his books are in balance. 

((?) Have the bank book balanced and prepare a statement to prove 
his casli. 

Qd) Prepare a statement to show that the amount of other people's 
written promises to pay which are on hand agrees with the balance of 
his bills receivable account. 

291. Auditing Accounts. — An auditor is a person appointed to ex- 
amine the books of a business, to iind and point out errors if any exist, 
and to draw up a report of his findings. Such an examination of the 
books of a business is called an audit. 

An audit of the books and accounts of a business should give the 
owners true and definite knowledge of its condition. If the book- 
keepers or officers have made errors, either innocently or with fraudu- 
lent intent, the audit should disclose the facts. An auditor must be a 
man of ability, of absolute integrity, and one who will do his duty 
fearlessly, without favor to any one. 
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The following illustration shows the annual balance sheet of an 
insurance company with the auditor's certificate attached : 



THE PROVIDENT LIFE AND TRUST COMPANY OF PHILADELPHIA. 
INSURANCE DEPARTMENT. 1906. 



Rkckiptb. 



CiiNh (111 h:ind, 1st month 1, 1906, 9227,177 06 

Investments, Ut month 1, 1906, 55,646,777 07 

PremiumA and Annuities . . . 7,170,937 05 

Interest 2,672,404 24 



866,717 ,2»5 42 



Patmbxts. 



Distribation of Sarplus in Cash 
(excloflive of $215,075 77 used 
to purchase additions) . . .$1,040,955 53 

Death Claims 1,589,189 85 

Matured Endowments .... 2,028,523 00 

Agents' Commissions .... 646,910 87 

Rents, Salaries, Taxes, Medical 
Examinations, Advertising, Sta^ 
tionery, etc 627,000 68 

Surrenders 472,381 06 

Annuities and Iiistallmcut Cer- 
tificates 128,397 58 

Amount Invested 12lh mu. 31, 
1906 59,088,636 85 

Cash on hand, 12th mo. 31, IIXXJ 95.300 00 

$65,717,295 42 



INSURANCE DEPARTMENT, 1906. 



A»KSTH. 



Real Estate $2,385,466 27 

Bonds and Mortgages .... 13,798,780 87 
Bonds, eU!., at Market Value . 33,772,673 00 
Capital Stock Investments . . 1,000,000 00 
Loans on Collateral Security . 8,817,797 05 

Premium Notes 3,693 69 

Cash on hand 95,300 00 

Deferred, ExtendtMl, and Uncol- 
lected Premiums, less cost of 

collection 

Accrued Interest .... 
Overdue Interest .... 



. 1,048,430 77 
683,403 68 
34,012 23 

$61,6;«).557 66 



LlABlLITIKS. 



Reserve, computed hy the 

Standard of the Insurance 

Department of the State of 

Pennsylvania, being the sum 

necessary to reinsure all 

risks $52,256,597 00 

Other Liabilities 599,796 18 

Death Claims awaiting Proof, 

etc 

Unpaid Dividends to Policy 

Holders 

Capital 1,000.000 00 

• Surplus, 12th mo. 31, VMi . . _ 7^505.6^66 



187,601 37 
90,129 45 



$()1 ,639,557 66 



* This Includes the amount for distribution in current dlvidend» to policy holders ftnd the amount of Ad- 
ditional or Contingent Beserve, the whole amount being known as ** Surplus." 

CERTIFICATE OF AUDITOR. 

PiiiLA DELPHI A, Laiid Title Building, 

dlst December, 1906. 
We hereby certify that we have examined all the assets and trust funds of The 
Provident Life and Trust Company of Philadelphia, and that they are correctly set 
forth in the above balance-sheet and accompanying schedules as of 31st December, 1906. 

Lybrand, Ross Bros. & Montgomery, 

Certified Public Accountants. 
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292. Business Letters. — While every person should know how to 
write a good business letter, the ability to write such a letter is an 
essential part of the equipment of the modern business man. The fol- 
lowing quotation from the syllabus of the New York State Education 
Department for 1905 gives very concisely the principal characteristics 
of such a letter : 

" Business letters should be characterized by brevity and clearness. 
The brevity that falls short of complete statement is inexcusable. The 
usages and courtesies prevailing among intelligent business men should 
be duly observed, but beyond these observances, the purely business 
letter should contain only the words needed to state the business in 
hand with clearness and certainty." 

The necessary brevity of a business letter does not excuse what 
would otherwise be considered incorrect usage. The subject or the 
predicate of a sentence should not be omitted for the sake of brevity, 
and, except for certain technical terms, abbreviations that would be out 
of place in any other letter are out of place in a business letter. 

A letter is a good index to the character and habits of its author. 
A person who is careful and painstaking in other matters will usually 
write a good letter. He will choose his words carefully so as to ex- 
press his thoughts clearly, he will give equal care to the spelling and 
punctuation, he will write neatly, and he will give careful attention to 
the arrangement of the several parts of the letter. A letter which is 
neat and attractive will make a favorable impression upon the recipient 
before it is read, while a carelessly arranged, unattractive letter will at 
once arouse the prejudice of the reader. The ability to write a good 
business letter can be acquired only by careful study of good models 
and painstaking practice in writing. On the following pages you will 
find a few forms for your guidance in the letters you are to write in 
connection with this work. 

293. A Letter Ordering Goods should specify very carefully the exact 
kinds and quantities of goods desired, and, in ordering from a catalogue, 
the exact names and numbers given should be used in order to avoid 
any misunderstanding. The letter should also direct when and how 
the goods are to be shipped, and, if it is a first order and the one order- 
ing does not wish to have the goods shipped C.O.D., satisfactory 
references should be given. 
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Model. 



HENRY A^ BIDWELL 

Office Supplies 

6H SUte Street 

CLEVELAND, OHIO 



^ti.. /8, I(f08. 



Jd'mt^toiiyyi, Jr.lj. 
SuyCtt^nb'}v : 

J o/yru i/yi i'm/mzdicit& ^yutd of tfit jottoiv-i/yta 
aood^, arn^d it wilt (yt ci ^mloL jcivov if yow wilt 
^fhi/J(h tfitw at (>n(2^ ^7/ fciot ju^icffit : 

/ Hicffb Rod 3^0^ hm.i ^6f6, 

1 Low '' " '' #/cfC6, 

2 HUffb '' '' '' #3/0, 

2 hauM^ ^tdt 3^op ^t^i9. #305, 
6 R&vot^vn^ ht^ ^fidivdb #301. 

/(i'yuLtif (kLL t/iioy oultv (it yoiiv 6^e.^t ^w^(v 

t&lyVt^. 

IjOtiAyQ^ ttdil/l^, 
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294. A Letter Inclosing a Remittance should state the form of the 
remittance, as a New York draft, check, money order, or note, the' 
exact amount of the remittance, and the purpose to which it is to be 
applied. Of course it should have the name and address of the sender, 
and yet business men receive many remittances each year which cannot 
be acknowledged because the name or address of the sender has been 
omitted. 

Model. 

GRAVES & MOULTON 

Genera/ Hardware 

Chai. H. Graves John Moulton 

Detroit, Mich., Jan. 6, 1908. 

Messrs. Brown & Williams, » 
Cleveland, Ohio. 

Gentlemen : • 

We inclose our check for $443.05, to pay your in- 
voice of Jan. 1, less the cash discount of 35S. 



Amount of invoice. 


$456.75 


Discount, 


13.70 


Amount inclosed. 


$443.05 


Please acknowledge receipt. 




Yours 


truly. 




Graves & Moulton, 




V^T ^^ 



Si95. A Letter Acknowledging a Remittance should specify the exact 
sum received and the purpose to which it was applied. If there was 
any error in the amount of the remittance, the fact should be stated 
courteously and the explanation should be clear. 
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Model. 

THE MICHIGAN FURNITURE CO. 

HENRY C. ADAMS, Presidint. A. C. MOORE, Manager. 

Grand RAPWSy MicH.y Sept. 15 /go8» 

Messrs. Roger Williams & Co.» 

Providence, R.I. 
Gentlemen : 

Please accept our thanks for your favor of Sept. 12, 
inclosing a check for $878.23 in payment of our bill of 
Sept. 1, less the discount of $17.92. 

Your further orders will have our prompt and care- 
ful attention. 

Very truly yours, 

The Michigan Furniture Co., 
per ^^ 

296. A Letter Inclosing a Paper for Collection should describe the 
inclosure and state the amount and the party of whom it is to be col- 
lected. Sometimes there will be special instructions for the collecting 
agent. 

Model. 

THE CONNECTICUT CARPET CO. 

NEW HAVEN, CONN. 

Aug. 16, 1908. 
The First National Bank, 

Philadelphia, Pa. / 
Dear Sirs : 

We hand you herewith a draft at 3 days' sight for 
$470.70 against A. S. Sherman of 472 Broad St. in your 
city. 

Please collect this and remit the net proceeds by a 
draft on New York. If payment is refused, return the 
draft without protest. 

Yours truly, 

The Connecticut Carpet Co., 
per ^^ 
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PRACTICAL BOOKKEEPING. 



297. Signs and Abbreviations. — The following are some of the signs 
and abbreviations that are most frequently used in business : 



11 . . . 


one and one-fourth. 




12 . . . 


one and one-half. 




18 . . . 


one and three-fourths. 




% . . . 


per cent. 




# . • . 


number if written before a figure ; 
ten after. 


but pounds if writ- 


@ . . . 


at. 




Al . . . 


first class. . 




acct. or % . 


account. 




Vl . . . 


bill of lading. 




c . . . 


one hundred. 




Cr. . . . 


credit; creditor. 




ct. or ^ . 


cent. 




cwt. . . 


a hundredweight. 




dft. . . . 


draft. 




Dr. . . . 


debtor. • 




E. E. . . 


errors excepted. 




E. & 0. E. 


errors and omissions excepted. 




fol 


folio. 




F. 0. B. . 


free on board. 




inst. . . . 


instant — in the present month. 




lb. . . . 


a pound in weight. 




M ... 


one thousand. 




mdse. . . 


merchandise. 




No. or # . 


number. 


• 


0. K. . . 


all correct. 




p. . . . 


page. 




prox. . . 


next month. 




sunds. . . 


sundries. 




ult. or ulto. 


last, or of the last month. 




via . . . 


by way of. 




XX . . . 


double extra. 





INDEX. 



Numhern rffer to pagen. 
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Accounts, classes 76 

definition 2 

expense 48 

interest and discount 49 

merchandise 12 

merchandise discount 115 

miscellaneous 241 

personal 23 

promissory notes 38 

property 12, 13 

proprietor 24 

transfer to new page 81 

Account sales 242 

Auditing accounts 244 

Balance sheet 74 

Bank account 

check book. 109 

deposit 108 

opening 10(» 

pass book 108 

proving . 125 

signature card 107 

Bank loans 158 

Billljook 145 

posting from 145 

proving 155 

Bill of lading 116 

Bills and invoices 112 

Bills payable account .... 40, 42, 44 

closing 45 

Bills receivable account . . . 41,42,44 

closing 45 

Bookkeeper, duties of 99, 244 

Bookkeeping, books used 1 

definition 1 

double entry 32 

single entry 19JJ 

Business letters 240 

Card index systems 230 

advantages ... 2.'U 

uses 231, 232, 23;5, 2:^ 

Cash account 12, 15 

dosing 21 

Cash book, closing 6 

definition 2 

illustratiims 4, 8, 10, 92 

posting from 96 

proving 5 

special c<)lumn 172 

supplementary drill .... 202, 209, 213 



Charsring and billiner 220 

Checkbook 109 

Checking postings (JG 

Checks of other parties 119 

Closing accounts 

bills payable 45 

bills receivable 45 

cash 21 

expense 77 

Interest and discount 78 

loss and gain 79 

merchandise 17, 19, 21, 76 

merchandise discount 124 

personal 29 

proprietor 80 

C.O.D. shipments ir>7, 100 

entries for 15(i 

Collections 136, 148, 152 

Consignments 242 

Counter entries 164 

Debit and credit 12 

Deposit ticket 108 

Double entry 

contrasted with single entry .... 33 

definition 32 

general rules 33 

trial balance 35 

Drafts, bank 133. 134 

definition 1132 

entries for 134, 137 

kinds 13,3 

sight 134,136 

time VMS, i:«) 

uses 133, 148, 152 

Errors 

avoiding 70, 100, IM, \Ak\ 

correcting 70 

finding 21,67 

Examinations . . . 101, 102, 103, 213, 215 

EiXpense account 48, 52 

closing 77 

inventory 63 

Filing systems 236 

document filing 240 

flat filing 2:^7 

indexing 236, 2:i7 

vertical filing 2:i8 

Footings 6, 16 

Income account 241 

Indexing 224,230,233,236 
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INDEX. 



yumber» refer to pag€9. 



Indoraements 119 

Interest and discount 

compatation of 49 

definitions 48 

Interest and discount account . . 49 

analysis of 63 

closing 78 

Inventories 18, 63, 72 

Invoice book 143 

Invoices and bills 112 

Journal, analysis of 69, 62 

definition 2, 69 

entry 69 

illustration 60,61 

special column 172 

supplementary drill . . 200, 202, 207, 213 

Joumalizingr, definition 69 

rules for 99 

Ledgrer, closing 72, 76 

definition 2 

general 174 

illustration 68, 69 

opening ' 174 

posting 65, 183 

proving subsidiary 186 

purchase 174 

sales 174 

Loose leaf bookkeepingr 223 

advantages 223 

charging and billing 225 

indexing 224 

monthly billing 225 

Loss and er&in account 70, 77 

closing 79 

Merchandise account . . . . 12,15,20 

analysis of 12 

closing 17, 19, 21, 76 

inventory 18 

loss or gain 16, 19 

Merchandise discount account . .116 

closing 124 

Money orders 134 

Monthly bUls 225 

Monthly statements 125 

Opening entries 211 

Partnership 176 

Partner's private account .... 178 
Pass book 108 

proving 125 

Penmanship 8 

Personal accounts 23 

analysis of 23, 27 

dosing 29 

PostiniT 65,96,183 

checking 66 

Promissory notes 

definition 38 



interest on ag 

renewal of 159 

uses of 39 

Property accounts 12, 13 

Proprietor's account 24 

closing KO 

Purchase book 143 

posting from' 156 

special column 173 

P\irchase ledgrer 174 

Real estate 242 

Receipts hh 

Red ink entries 82 

Ruliners 6 

Sales book 2 

illustration 

posting fiom 

special column 

Sales ledfirer 

Securities 

Services 

Shipments 

Shippingr receipt 

Signatures 

Sinerle entry 

books for 

changing to double entry 

contrasted with double entry . . . 

finding loss or gain 

main featured 

rules for 

Special column books 

cash book 

closing 

journal 

posting from 

purchase book 

sales book 

value of 

Statements, of account 

of losses and gains 73, 89, 122, 12:3, 184, 

of resources and liabilitie.s 7.'^ 90, 122, 

preparation of 73, 

Supplementary exercises . . 204, 

accounts 

cash book 202,209, 

jounial 200,202,207. 

opening entries 

statements 



, 9:j 
95 
96 
169 
174 
241 
241 
242 
116 
107 

193 
198 
33 
198 
193 
194 



172 
182 
172 
183 
173 
169 
191 
125 
185 
123 

216 
66 
213 
213 
211 
86 

Telefirrams 162 

Transferrins: an account 81 

Trial balance, definition 36 

errors in 67 

illustrations 35. .16, 97 

Voucher method -218 

check 221 

register 219 

voucher 218 
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